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Founder’s  Letter 

By  John  E.  Herzog 


Summer  is  on  its  way,  and  with  it 
comes  peak  tourist  season  in  New 
York  City.  As  many  of  you  know,  the 
Museum  has  remained  firm  in  its  com- 
mitment to  Lower  Manhattan  despite 
nearly  two  years  of  lagging  tourist 
numbers  in  our  neighborhood.  This 
year,  it  seems  our  commitment  is  pay- 
ing off,  as  the  latest  statistics  reflect  a 
slow  but  steady  city-wide  increase  in 
visitors,  with  the  highest  area  of 
growth  being  Lower  Manhattan. 

Of  the  tourist  destinations  in  our 
neighborhood,  Wall  Street  currently 
ranks  third  — after  the  World  Trade 
Center  Site  and  the  South  Street  Sea- 
port— with  87%  of  all  Downtown 
visitors  surveyed  planning  to  visit  the 
Financial  District.  This  reinforces  the 
Museum’s  importance,  especially  after 
the  closing  of  the  New  York  Stock 
Exchange  visitor’s  gallery,  because  we 
are  now  the  only  public  institution  in 
Manhattan  that  teaches  visitors  about 
our  nation’s  financial  systems. 

We  also  expect  to  see  a boost  in 
visitor  numbers  this  summer  as  a 


result  of  the  “Museums  of  Lower 
Manhattan”  marketing  campaign, 
which  kicked  off  on  May  16  to  pro- 
mote the  15  museums  below  Houston 
Street.  This  $4.5  million  initiative, 
made  possible  through  a post-9/11 
city  grant,  will  continue  with  sus- 
tained marketing  and  advertising 
efforts  for  the  next  four  years.  The 
group  includes  a diverse  array  of 
Museums  — from  large  institutions 
such  as  the  Museum  of  Jewish  Her- 
itage and  the  Smithsonian’s  National 
Museum  of  the  American  Indian  to 
smaller  organizations  such  as  The 
New  York  City  Police  Museum  and 
the  brand  new  Skyscraper  Museum. 

Cultural  maps  of  Lower  Manhat- 
tan, including  the  location,  hours  and 
admission  fees  of  the  neighborhood 
museums  are  available  in  the  Museum 
gallery,  and  I encourage  you  to  visit 
some  of  these  quality  institutions  on 
your  next  trip. 

Finally,  it  is  with  great  pleasure 
that  I welcome  to  the  Museum  staff 
Lee  Kjelleren.  Lee  joined  the  Museum 


Museum  founder  John  Herzog  (right)  with  biog- 
rapher Ron  Chernow  at  the  Museum’s  May  25 
author  lecture  with  the  NYU  Stern  School. 


in  June  as  executive  director  after 
more  than  20  years  of  experience  in 
the  world  of  business  and  finance. 
His  goal  is  to  continue  progress  in 
building  visibility,  audience  and 
resources,  and  to  lead  the  Museum 
through  its  next  stage  of  growth.  If 
you  would  like  to  become  more 
involved  with  the  Museum,  please 
contact  Lee  at  212-908-4604  or 
lkjelleren@financialhistory.org.  133 


THE  MUSEUM  IS  GRATEFUL  FOR  THE  SUPPORT  OF  THE 
FOLLOWING  CORPORATE  AND  INSTITUTIONAL  MEMBERS 
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To  add  your  company  to  the  Museum’s 
growing  list  of  corporate  members, 
please  call  212-908-4604. 
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Message  to  Members 


Assistant  Director  Meg  Verttrudo  with  ( left  to  right)  Richard  Sylla,  Gordon  Macklin. 
and  William  Brodsky  at  the  " Self-Regulation  and  the  Exchanges " panel  discussion. 


By  Meg  Verttrudo 

It  is  the  mission  of  the  Museum 
to  preserve,  exhibit  and  teach  the 
lessons  of  financial  history  so  that  all 
people  may  lead  better  financial 
lives.  We  aim  to  fulfill  our  mission 
through  public  programs  and  gallery 
exhibits,  hut  it  is  our  friends  and  vol- 
unteers who  truly  help  bring  our 
mission  to  life.  This  April,  the 
Museum  collaborated  with  the  Secu- 
rities and  Exchange  Commission 
Historical  Society  and  the  National 
Council  on  Economic  Education  to 
present  a panel  discussion  on  self- 
regulation  and  the  exchanges.  One 
of  the  Museum’s  founding  Trustees, 
Gordon  Macklin,  served  on  the  dis- 
tinguished panel  along  with  former 
regional  exchange  chairmen  Alger 
Chapman,  William  Brodsky,  and 
William  Morton. 

In  the  gallery,  the  Museum  has 
been  fortunate  to  have  the  services 
of  two  spectacular  volunteers,  Ruth 
Baker  and  Saeko  Okada.  Mrs. 
Baker,  a retired  teacher  and  princi- 


pal from  the  New  York  City  public 
schools,  has  been  volunteering  every 
Wednesday  and  Thursday  for  the 
past  seven  years.  Erom  her  post  at 
the  front  desk,  Ruth  gives  all  visitors 
lessons  on  financial  history  before 
they  have  the  opportunity  to  view 
the  current  exhibit.  And  when  Ruth 
talks,  students  listen. 

Saeko  Okada,  who  hails  from 
Japan,  has  been  with  the  Museum 


for  the  past  two  years.  She  works  at 
the  front  desk  in  the  gallery  every 
Tuesday,  where  she  welcomes 
tourists  in  English  or  Japanese, 
depending  on  their  native  language. 

While  you  are  out  touring  this 
summer,  please  stop  by  the  Museum 
to  say  "hello”  to  Ruth  and  Saeko. 
And  if  you  are  interested  in  volun- 
teering at  the  Museum,  please  give 
us  a call.  HO 


The  Museum  would  like  to  thank  these  members  for  their  generous  recent  gifts: 


Benefactor -$50,000+ 

Mr.  George  M.  Jones,  111 
Mr.  and  Mrs.  S.N.  Roditi 

Patron  - $ 1 0,000+ 

Mr.  Theodore  R.  Aronson 

Sponsor -$1,000+ 

Ms.  Molly  G.  Bayley 
Mr.  George  Needham 

Alexander  Hamilton  Society-$5oo+ 

Mr.  Thomas  J.  Asher 

Mr.  Ben  A.  Indek 

Mr.  Gary  Grear 

Dr.  Richard  Sylla 


Mr.  Brian  F.  Trumbore 
Mr.  Alexander  Wohlgemuth 

Smithsonian  An  n 1 ait  Membi  rs-$iso+ 

Mr.  Jonathan  Auerbach 

Mr.  Arnold  Beiles 

I)r.  N Mrs.  Gene  Block 

Mr.  Jay  A.  Buckingham 

Mr.  Michael  A.  Carabini 

Mr.  &:  Mrs.  Steve  Ehrlich 

Mr.  Lawrence  Falater 

Mr.  Keith  C.  Kanaga 

Dr.  Alan  S.  Luria,  MD 

Mr.  Martin  E.  Messinger 

Mr.  Ted  Moudis 

Ms.  Suzanne  J.  Muntzing 


Mr.  Robert  L.  Plankenhorn 
Mr.  Peter  Poulakakos 
Mr.  Laurence  B.  Siegel  and 
Mrs.  Connie  O’Hara  Siegel 
Mr.  Murry  Stegelmann 
Mr.  Charles  R.  Treuhold 
Dr.  James  E.  Welch 
Ms.  Kathleen  Wilson 
Ms.  Roberta  Woldow 

The  Museum  thanks  all  contributors 
for  their  continued  support.  To  learn 
how  you  or  your  organization  can 
participate  in  the  Museum's  program, 
educational,  and  service  mission, 
please  call  212-908-4604. 
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Migrant  Labor  Exhibit  Explores 

the  World  Behind  the  Supermarket  Shelves 


On  June  16,  the  Museum  opened 
“Coming  Up  on  the  Season:  Migrant 
Farmworkers  in  the  Northeast,”  a 
traveling  exhibition  developed  by  the 
Cornell  University  Migrant  Program. 
“Coming  Up  on  the  Season”  traces  the 
path  of  the  fruits  and  vegetables  we 
eat,  and  the  lives  of  the  people  who 
grow  and  harvest  them  in  the  North- 
eastern United  States. 

Based  on  five  years  of  fieldwork  and 
documentation,  the  exhibit  explores 
the  world  behind  the  supermarket 


shelves.  Even  in  our  mechanized  world, 
having  fresh,  unblemished  produce  still 
means  that  someone  has  to  pick  it,  or 
bunch  it,  or  wash  it,  or  pack  it.  The 
Northeast  still  grows  much  of  the 
nation’s  food,  and  in  no  other  region 
do  migrants  make  up  such  a large  part 
of  the  work  force  that  produces  it. 

“Coming  Up  on  the  Season”  features 
artifacts  rarely  seen  in  museum  exhibi- 
tions, including  tools  historically  used 
by  migrant  farmworkers  and  paintings 
by  students  in  a migrant  education 


program.  Historic  photographs  help 
visitors  understand  the  forces  that  have 
historically  shaped  farmwork.  Excerpts 
from  oral  histories  with  workers  and 
growers,  combined  with  contemporary 
photography  by  Drew  Harty,  provide 
compelling  views  of  the  world  of  farm- 
workers today.  Interactive  sections 
explore  weight,  pay  and  the  trip  north. 

“Coming  Up  on  the  Season”  is 
fully  bi-lingual  in  English  and  Spanish. 
It  will  be  on  display  through 
November  2004.  BD 


1.  Migrant  farmworker  with  apple  basket, 
Wayne  County,  New  York. 

1.  Picking  apples,  Wayne  County,  New  York. 

3.  Boxing  cilantro  in  the  Hudson  Valley, 

New  York. 

4.  Cranberry  harvesting.  Carver,  Massachusetts. 

5.  Harvesting  leeks  in  New  Jersey. 
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Smithsonian  National  Board  Visits  Museum 


By  Kristin  Aguilera 

On  April  2,  30  members  of  the 
Smithsonian  National  Board  attended 
a private  tour  of  the  Museum  gallery 
as  part  of  the  Board’s  annual  meeting 
in  New  York.  It  was  the  first  time  the 
Board,  as  a group,  had  the  opportunity 
to  visit  a Smithsonian  Affiliate 
Museum.  Attendees  included  Patricia 
Frost,  Chair  of  the  National  Board, 
and  Gus  Miller,  Co-Chair  of  the  Smith- 
sonian Across  America  Committee. 

Since  the  Museum  became  the  3 5th 
Affiliate  of  the  Smithsonian  Institution 
in  January  2001,  it  has  displayed  two 
full  Smithsonian  exhibits  and  incorpo- 
rated items  from  the  Smithsonian’s 
collection  into  five  other  exhibits. 
Some  of  the  most  notable  Smithsonian 
artifacts  displayed  at  the  Museum 
have  been  the  1934  S 100,000  bill  fea- 
tured in  the  “High  Notes”  exhibition 
and  an  original  Nobel  Prize  medal  in 
“The  Nobel  Prize”  exhibition. 


Smithsonian  National  Board  Chair  Patricia  Frost  (right)  in  the  Museum  gallery  with 
Museum  founder  and  Smithsonian  National  Board  member  John  Herzog  (center)  and 
Museum  Board  member  David  Deutsch  (left). 


Collaborative  programming  has 
included  the  Museum's  depiction  of 
Wall  Street  on  the  mall  in  Washing- 
ton, DC  at  the  Smithsonian  Folklife 
Festival,  as  well  as  a panel  discussion 
on  the  resilience  of  Wall  Street  fol- 


lowing September  11,  2001.  The 
Museum's  Financial  History/Smith- 
sonian Affiliate  membership  program, 
which  includes  membership  benefits 
in  both  institutions,  has  grown  to 
over  250  members.  GO 


Municipal  Bond  Women’s  Club  Marks  55th  Anniversary 
with  Museum  Reception  and  Mayoral  Proclamation 


The  Municipal  Bond  Women’s 
Club  of  New  York  celebrated  its 
55th  anniversary  with  a Museum 
reception  on  March  10.  At  the  event, 
the  organization  received  a procla- 
mation issued  by  Mayor  Michael  R. 
Bloomberg  pronouncing  the  day 
“Municipal  Bond  Women’s  Club  of 
New  York  Day.” 

Marjorie  E.  Henning,  Secretary  of 
the  New  York  City  Transitional 
Finance  Authority,  presented  the 
proclamation  to  the  club’s  president, 
Jane  Flanagan.  It  read,  “Organizations 


such  as  this  remind  us  that  business, 
like  our  city  itself,  depends  upon  rela- 
tionships and  communication,  and 
that  we  are  not  alone  in  our  endeavors 
to  accomplish  our  goals.” 

The  Municipal  Bond  Women’s 
Club  was  founded  in  1948  to  foster 
association  among  women  engaged 
in  the  municipal  bond  business  by 
providing  marketplace  information, 
as  well  as  a forum  for  members  to 
exchange  career  advice.  The  Museum 
has  housed  the  organization’s 
archives  since  T998.  GD 


Marjorie  Henning  presents  a mayoral  procla- 
mation to  the  Municipal  Bond  Women's  Club. 
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A Tribute  to  Modigliani  and  Miller 

By  Brian  Grinder  arid  Dan  Cooper 


In  1998,  Merton  H.  Miller  began  his 
address  to  the  German  Finance  Associ- 
ation by  declaring  that,  “Finance  in  its 
modern  form  really  dates  only  from  the 
1950s.”  Students  of  financial  history 
may  well  shake  their  heads  in  wonder 
at  such  a statement.  What  about  the 
contributions  of  Alexander  Hamilton, 
whose  financial  plans  for  the  United 
States  saved  the  country  from  ruin  and 
laid  the  foundations  on  which  our 
present  financial  system  is  built?  This 
summer  we  will  commemorate  the 
zooth  anniversary  of  his  death  at  the 
hands  of  Aaron  Burr.  Haven’t  there 
been  important  contributions  to 
finance  since  Hamilton?  What  was  so 
important  about  the  1950s? 

As  graduate  students  in  finance 
during  the  late  ’80s  and  early  ’90s,  it 
struck  us  that  all  of  the  pioneers  of 
modern  financial  theory  were  still 
alive,  and  most  of  them  were  still 
active  in  the  profession.  Ours  was  a 
very  young  academic  discipline. 
According  to  J.  Fred  Weston,  “Two 
major  thrusts  in  the  1950s  revolution- 
ized finance.  One  developed  from  the 
Markowitz  and  Tobin  articles...  The 
other  stream  was  stimulated  by 
Modigliani-Miller  (MM),  who  forced 
a rethinking  of  capital  structure,  divi- 
dend and  investment  decisions  of  busi- 
ness firms...  MM  transformed  the 
study  of  finance  from  an  institutional 
to  an  economic  orientation.”1 

Indeed  Franco  Modigliani  and 
Merton  Miller  achieved  near  “rock 
star”  status  in  the  academic  discipline 
of  finance.  In  any  gathering  of  finance 
professors,  the  mere  mention  of  the 
initials  “MM”  is  sufficient  to  identify 
the  works  of  these  two  pioneers.  Their 
first  collaborative  effort,  “The  Cost  of 
Capital,  Corporation  Finance,  and  the 


Theory  of  Investment,”  was  published 
in  1958,  and  it  set  the  academic  world 
on  its  ear  with  its  surprising  conclusion 
that  a firm’s  mix  of  debt  and  equity 
(capital  structure)  has  no  effect  on  its 
overall  value. 

Prior  to  MM  1958,  the  study  of 
finance  was  not  held  in  high  regard,  and 
most  of  the  research  in  the  area  was 
simply  descriptive  or  anecdotal  in 
nature.2  The  physical  sciences  have  a 
great  advantage  over  the  social  sciences 
in  that  controlled  laboratory  experi- 
ments can  be  conducted  and  repeated  to 
test  hypotheses;  in  the  social  sciences 
this  is  usually  not  possible.3  MM,  rather 
than  continuing  to  rely  on  anecdotes  or 
rules  of  thumb,  chose  to  experiment  in 
the  “laboratory  of  the  mind.”  There 
they  carefully  constructed  an  environ- 
ment where  questions  about  capital 
structure  could  finally  be  put  to  the  test. 
The  environment  they  described  is  now 
known  as  perfect  capital  markets.  In  a 
world  with  perfect  capital  markets  there 
are  no  taxes,  information  is  free  and 
available  to  all,  there  are  no  transaction 
costs,  everyone  is  rational  and  everyone 
seeks  to  maximize  utility.  Needless  to 
say,  this  was  not  a description  of  the 
real  world,  but  this  simplified  world 
allowed  them  to  assume  away  many  of 
the  real  world  complexities  that  make  it 
difficult  to  isolate  the  effects  of  capital 
structure  decisions  on  firm  value.  MM 
then  used  an  arbitrage  argument  to 
show  that  two  firms  alike  in  every  way 
— except  that  one  uses  no  debt  and  the 
other  uses  a great  deal  of  debt — must 
have  the  same  overall  value. 

MM  introduced  a new  and  exciting 
way  of  looking  at  finance  and  gave 
researchers  a gold  mine  where  they 
could  tinker  with  the  assumptions  of 
perfect  capital  markets  or  apply  the 
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concepts  of  frictionless  markets  and 
arbitrage  to  other  financial  mysteries. 
In  the  early  1960s,  MM  themselves 
applied  their  new  insights  to  dividend 
policy  and  came  to  the  conclusion  that 
dividend  policy  had  no  effect  on  firm 
value.  They  then  introduced  corporate 
taxes  into  the  model  and  found  that 
since  interest  payments,  unlike  divi- 
dend payments,  are  tax  deductible, 
firms  operating  in  perfect  capital  mar- 
kets could  maximize  firm  value  by 
using  as  much  debt  as  possible. 

MM’s  work  is  required  reading  for 
all  students  of  financial  economics. 
Many  of  those  students  will  be  com- 
forted by  Modigliani’s  confession  in 
his  autobiography  that  the  1958  paper 
“is  indeed  difficult  reading,  for  it  was 
not  originally  intended  for  students 
but  was  written  with  the  aim  of 
putting  our  colleagues  in  business 
finance  in  a tight  spot,  by  showing 
them  that  what  was  thought  to  be  the 
central  problem  of  that  subject  (which 
was  the  optimal  distribution  of 
sources  of  finance  between  equity  cap- 
ital and  borrowed  funds)  was  really  a 
false  problem.”4 
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On  the  practical  side,  MM  com- 
pelled us  to  look  more  critically,  care- 
fully and  systematically  at  financial 
issues  and  to  dig  deeper  for  answers. 
They  also  taught  us  to  ask  the  right 
questions!  Many  renowned  financial 
economists  studied  under  these  two 
pioneers.  As  this  new  way  of  thinking 
about  finance  spread,  it  not  only 
changed  the  face  of  the  academic 
study  of  finance  bur  it  gave  practi- 
tioners tools  and  insights  that  helped 
them  deal  with  risk,  value  securities, 
develop  and  use  financial  innova- 
tions, and  change  the  very  face  of 
Wall  Street. 

Miller  felt  it  was  necessary  to 
begin  his  1990  Nobel  lecture  by 
denying  that  he  was  the  co-inventor 
of  the  leveraged  buyout  (LBO).' 
Many  had  blamed  the  LBO  frenzy  of 
the  1980s  directly  on  MM’s  capital 
structure  irrelevance  proposition. 
Miller,  however,  thought  it  ironic  that 
MM  should  be  credited  with  the 
invention  of  a device  that  appeared  to 
increase  value  by  increasing  the  debt 
level  of  a firm. 

The  passing  of  Franco  Modigliani 
last  September  at  the  age  of  85  marks 
the  end  of  an  era.  Unlike  Hamilton, 
who  died  in  the  prime  of  life,  both 
Modigliani  and  Miller  lived  long  pro- 
ductive lives.  Modigliani  lived  long 
enough  to  develop  a risk-adjusted 
portfolio  performance  measure  with 
his  granddaughter  Leah  Modigliani, 
a Morgan  Stanley  equity  strategist. 
The  measure  has  been  appropriately 
dubbed  “Mi.”  This  refugee  from  fas- 
cist Italy  helped  to  start  a revolution 
that  in  many  ways  was  as  profound 
as  the  revolution  that  catapulted 
Hamilton  to  prominence  in  our 
nation’s  formative  years. 

Merton  Miller  died  in  June  of  zooo 
at  the  age  of  77.  Throughout  his  life, 
he  was  a staunch  defender  of  the  MM 
propositions  and  an  outspoken  oppo- 
nent of  excessive  market  regulation. 
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He  especially  fought  against  regula- 
tions aimed  at  the  derivative  securities 
market.  At  a memorial  service  held 
for  Miller  at  the  University  of 
Chicago,  Leo  Melamed  described 
Miller’s  distaste  for  regulators: 
“Indeed,  he  compared  financial  regu- 
lation with  that  of  being  a dermatolo- 
gist. As  Merton  saw  it,  dermatology 
was  by  far  the  best  medical  specialty; 
the  patients  never  die,  but  they  never 
get  well  either.  Similarly,  the  mission 
for  regulators,  he  would  say,  was 
never  to  kill  the  industry  they  regulate 
but  never  to  have  it  get  well  either. 

Perhaps  Miller’s  closing  remarks 
from  his  Nobel  lecture  could  best 
serve  as  a reminder  of  the  responsibil- 
ities of  finance  educators:  “Now  that 
our  field  has  officially  come  of  age,  as 
it  were,  perhaps  my  colleagues  in 
finance  can  be  persuaded  to  take  their 
noses  out  of  their  data  bases  from 
time  to  time  and  bring  the  insights  of 
our  field,  and  especially  the  public 
policy  insights,  to  the  attention  of  a 
wider  audience.” 

What  Miller  calls  for  here  is  a return 
to  the  approach  of  Alexander  Hamil- 
ton, who  had  an  uncanny  ability  to 
turn  theoretical  ideas  into  practical 
solutions.  This  is,  in  a sense,  a call  to 
complete  the  financial  revolution  that 
began  in  the  1950s.  We  will  only  be 
able  to  accomplish  this  if  we  heed 
Miller’s  challenge.  Hamilton  helped  to 


complete  the  American  Revolution  b\ 
using  great  ideas  from  the  past  to  found 
a strong,  financially  stable  central  gov- 
ernment for  the  United  States.  We  can 
only  hope  that  the  modern  financial 
revolution  will  end  so  successfully.  HU 

Brian  Grinder  is  a professor  at  Eastern 
Washington  University  and  a member 
of  Financial  History’s  editorial  board. 
Dr.  Dan  Cooper  is  the  president  of 
Active  Learning  Technologies. 

Sources 

Bernstein,  Peter  L.  Capital  Ideas:  The 
Improbable  Origins  of  Modern  Wall 
Street.  New  York:  Free  Press,  1992.. 

Melamed,  Leo.  Merton  Miller  Memor- 
ial Service  held  at  the  University  of 
Chicago  Rockerfeller  Chapel,  Octo- 
ber 14,  1000,  http://www.leome- 
lamcd.com/Speechcs/oo -me  rton.htm 
Miller,  Merton  H.  "The  Modigliani-Miller 
Propositions  After  Thirty  Years.”  Jour- 
nal of  Economic  Perspectives,  Fall 
1988,  pp.  99-110. 

Miller,  Merton  H.  “Leverage,”  Nobel 
Lecture,  December  7,  1 990. 

Miller,  Merton  H.  “The  History  of 
Finance:  An  Eyewitness  Account.” 
Journal  of  Portfolio  Management,  Sum- 
mer 1999,  PP-  95-101. 

Modigliani,  Franco.  “MM  — Past,  Present 
Future.”  Journal  of  Economic  Perspec- 
tives, Fall  1998,  pp.  149-158. 

Modigliani,  Franco.  Adventures  of  an 
Economist.  New  York:  Texare,  1001. 

Weston,  Fred  J.  “What  MM  Have 
Wrought.”  Financial  Management , 
Summer  1989,  p.  19-38. 

I.  Harry  Markowitz  wrote  a watershed  paper 
in  1951  entitled  “Portfolio  Selection.”  It 
was  published  in  the  Journal  of  Finance 
and  was  the  first  major  attempt  to  quantify 
the  relationship  between  risk  and  return. 
James  Tobin’s  1958  paper  entitled  "Liquid- 
ity Preference  as  Behavior  Toward  Risk,” 
was  published  in  the  Review  of  Economic 
Studies.  The  paper  described  the  well 
known  separation  theorem. 

continued  on  page  36 


WWW.FINANClALHISTORY.ORG 


9 


Financial  History  - Spring  2004 


By  Claudia  La  Rocco 

On  August  12,  1984,  Peter  Ueberroth 
stood  in  the  Los  Angeles  Coliseum 
during  the  Olympic  closing  cere- 
monies, tears  escaping  his  usually  tight 
control  as  the  93,000-member  audience 
stood  and  cheered.  Other  honors 
would  follow,  including  recognition 
from  Time  as  the  magazine’s  Man  of 
the  Year,  over  President  Ronald  Reagan. 
Neither  an  athlete  nor  a statesman  nor 
a celebrity,  Ueberroth  was  a middle- 
aged  entrepreneur  from  Southern 
California,  a self-made  man  who  had, 
in  large  part,  made  the  Games  of  the 
23  Olympiad  happen  — and  not  only 
happen,  but  succeed  on  a spectacular 
level.  In  doing  so,  he  changed  many 
of  the  financial  rules  by  which  the 
Olympics  had  been  played. 

On  March  26,  1979,  Ueberroth  was 
chosen  as  president  and  general  manager 
of  the  Los  Angeles  Olympic  Organizing 
Committee  (LAOOC).  One  of  two 
finalists,  along  with  Edwin  Steidle,  he 
was  selected  when  the  board  of  direc- 
tors’ executive  committee  decided  by  a 
vote  of  9-8  not  to  give  Steidle  more  time 
to  straighten  out  a contract  dispute  with 
May  Company  Stores,  of  which  he  was 
then  chairman. 


Rings 
ofPo  uu  0 r 


Peter  Ueberroth  and  the  1 984 
Los  Angeles  Olympic  Gomes 


The  4 1 -year-old  Ueberroth  was  the 
founder  and  head  of  First  Travel  Cor- 
poration, then  the  largest  travel  busi- 
ness in  North  America  save  American 
Express  (he  sold  the  company  for  $10.4 
million  nine  months  after  joining  the 
Olympic  committee).  Used  to  challenges, 
he  had  paid  his  way  through  San  Jose 
State  College  with  odd  jobs  and  a 
partial  athletic  scholarship  in  water 
polo  before  rising  quickly  in  the 
business  world. 


"The  organizers  were  able 
to  crow  about  the  glories  of 
capitalism  ond  the  critics 
of  the  games  were  free  to 
sermonize  obout  the  horrors  of 
copitolism.  For  any  television 
viewer  who  preferred  sports 
to  hamburger  commercials, 
the  critics  had  a point." 

— Allen  Guttmann 


But  he  now  faced  a Elerculean  task: 
organizing  and  financing  an  enormous 
event  that  he,  along  with  a majority  of 
Los  Angeles  citizens,  had  voted  against 
funding,  amending  the  city’s  charter 
so  that  taxpayers  would  not  be 
responsible  for  the  then-expected 
Olympic  deficit.  Los  Angeles  wasn’t 
happy  to  have  the  Olympics  again  (the 
city  had  hosted  the  games  in  1932) 
and  the  International  Olympic  Com- 
mittee (IOC),  for  its  part,  wasn’t  par- 
ticularly thrilled  to  be  there. 

But  beggars  can’t  be  choosers.  John 
Argue,  a local  lawyer  and  president  of 
the  Southern  California  Committee 
for  the  Olympic  Games,  had  negoti- 
ated with  the  IOC  and  the  United 
States  Olympic  Committee  to  bring 
the  games  to  the  city.  Soon  after  he 
secured  the  deal,  the  city  amended  its 
charter;  when  the  IOC  demanded  that 
the  city,  and  not  the  private  sector, 
must  be  in  charge  of  the  games,  Los 
Angeles  Mayor  Tom  Bradley  responded 
quickly  and  unequivocally:  Withdraw 
the  bid.  The  IOC  had  to  concede  — no 
other  city,  beside  a half-hearted  Tehran, 
had  made  a bid  to  serve  as  host.  The 
IOC  soon  changed  its  charter  so  that  a 
private  group  could  run  the  show. 

The  reasons  for  this  lack  of  interest 
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in  the  Olympics  had  to  do  partly  with 
the  troubled  politics  of  the  times.  A 
massacre  of  student  protesters  before 
the  1968  Mexico  City  Olympics  and  the 
Palestinian  slayings  of  Israeli  athletes 
during  the  1 972  Munich  Games  had  left 
potential  host  cities  wary  of  violence 
and  terrorism.  Boycotts  had  become  a 
concern,  with  22  African  nations  stay- 
ing home  from  Montreal  in  1976. 

The  bigger  reason,  though,  was 


money.  Holding  the  Olympics  had 
become  increasingly  burdensome, 
despite  efforts  to  reduce  their  balloon- 
ing scale  and  cost.  As  author  Allen 
Guttmann  notes,  prior  to  the  planning 
of  the  1976  games,  Montreal  Mayor 
Jean  Drapeau  declared  that  the  city’s 
Olympics  would  be  run  with  an  eye 
toward  austerity.  “The  Olympics  should 
not  come  as  an  astronomical  enter- 
prise,” he  pronounced.  “We  promise 


that  in  Canada,  in  Montreal,  we  will 
present  the  games  in  the  true  spirit  of 
Olympism,  very  humble,  with  simplic- 
ity and  dignity.” 

Anyone  with  knowledge  of  Dra- 
peau’s  penchant  for  squandering  tax- 
payer funds  on  extravagant  building 
projects  must  have  winced  at  his  esti- 
mation that  the  games  would  cost  only 
S i 25  million,  particularly  as  the  federal 
government  offered  no  financial  guar- 
antee. When  all  was  said  and  done, 
Montreal,  the  official  guarantor,  was 
left  with  a bill  of  almost  $2  billion, 
and  a special  tobacco  tax  to  balance 
the  deficit.  The  tab  for  each  Montreal 
taxpayer  was  an  estimated  $700. 

Determined  to  make  the  games 
profitable  for  the  first  time  in  more 
than  50  years,  Peter  Ueberroth,  along 
with  his  executive  vice  president, 
Henry  Usher,  turned  toward  the  pri- 
vate sector.'  Much  of  the  LAOOC’s 
plan  rested  on  securing  a lucrative 
domestic  television  rights  deal  with 
one  of  the  major  networks. 

Ueberroth  was  after  the  then-laugh- 
able sum  of  $200  million.  ABC  even- 
tually purchased  the  rights  for  a 
record  $225  million,  almost  half  of 
what  the  LAOOC  spent  on  the  games. 

At  the  same  time  as  the  fledgling 
committee  set  its  sights  on  future  con- 
tracts, it  was  in  desperate  need  of  cash 
to  continue  daily  operations.  Instead 
of  asking  for  a handout,  Ueberroth 
asked  for  a deposit.  In  the  spring  of 
1979,  with  the  negotiations  for  U.S. 
television  rights  just  getting  under 
way,  the  LAOOC  required  all  bidders 
to  pay  $500,000.  Each  deposit  (along 
with  the  additional  $250,000  that  the 
final  five  bidders  put  down  for  formal 
negotiations)  was  refundable,  of 
course  — but,  in  the  meantime,  the 
Los  Angeles  committee  was  free  to  live 
off  the  interest  generated  by  these 
hefty  payments. 

Just  because  the  LAOOC  had 
money  did  not  mean  employees  were 
free  to  spend.  Ueberroth  was  deter- 
mined to  keep  the  committee  lean.  The 
frugal  millionaire  eschewed  his  own 
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Peter  Ueberroth  was  named  Time  magazine’s 
Man  of  the  Year  for  1984. 


salary  (though  he  was  later  granted  a 
controversial  $475,000  bonus)  and 
established  symbolic  practices  such  as 
the  “no  limousines”  rule.  Some  of  his 
approaches,  such  as  using  or  renovating 
existing  buildings  whenever  possible 
instead  of  building  expensive  new  sta- 
diums, made  good  sense.  At  times, 
however,  Ueberroth’s  penny  pinching 
ended  up  costing  him.  This  was  the 
case  with  a three-story  administrative 
center  the  LAOOC  built  on  the  UCLA 
campus;  the  $3  million  building  was 
meant  to  house  a permanent  staff  of 
350,  Ueberroth’s  projected  number  of 
how  many  people  it  would  take  to  run 
the  games.  By  the  time  he  realized  this 
figure  was  absurdly  low  (the  committee 
eventually  swelled  to  about  1,750), 
it  was  too  late.  After  a year,  the  com- 
mittee outgrew  the  UCLA  building. 

As  Los  Angeles  Times  reporter 
Kenneth  Riech  documents  in  his  book 
Making  It  Happen,  Ueberroth’s  need 
for  financial  control  (Usher’s  approval 
was  required  for  any  expenditure  over 
$1,000)  also  led  to  a good  deal  of 
complaints  from  staffers,  who  were 
sometimes  forced  to  make  desperate 
phone  calls  for  more  money  to  pay 
their  bills.  And  yet,  as  David  Israel, 
director  of  the  LAOOC  president’s 
office  for  the  six  months  preceding 
the  games,  told  Riech,  “Most  good 
companies,  most  very  well  run  com- 
panies, most  successful  companies, 
probably  have  a brilliant  autocratic 


leader  at  the  top.  That’s  what  the 
Olympic  committee  had.” 

There  is  no  doubting  Ueberroth’s 
financial  brilliance.  The  numbers  speak 
for  themselves,  from  ABC’s  extraordi- 
nary bid  (plus  another  $33  million  from 
European  and  Japanese  networks)  to 
the  revenue  from  corporate  sponsors  to 
$139.9  million  in  ticket  sales  for  an 
Olympics  that  Californians  hadn’t  even 
wanted  to  host. 

Well  aware  that  the  380  sponsors 
of  the  1980  Lake  Placid  Olympics 
brought  in  only  $9  million,  Ueberroth 
limited  the  number  of  corporate  spon- 
sors to  30,  banking  on  the  lure  of 
exclusivity  to  bring  in  larger  bids.  He 
wasn’t  disappointed.  Los  Angeles 
raised  a whopping  $130  million  from 
such  companies  as  Anheuser-Busch, 
Coca-Cola,  M&M  Mars  (Snickers) 
and  IBM.  Another  43  companies  were 
licensed  to  sell  “official”  Olympic 
products,  from  McDonald’s  Olympic 
hamburger  to  Budweiser’s  official 
domestic  Olympic  beer.  In  the  end, 
despite  a Moscow-led  boycott,  the 
LAOOC  turned  a $215  million  sur- 
plus— dwarfing  the  $15  million 
number  the  sly  (some  would  say 
duplicitous)  Ueberroth  had  floated  as 
a possible  profit,  and  upsetting  many 
business  partners  who  felt  they  had 
been  tricked  into  underselling  their 
products  by  Ueberroth’s  perennial 
lament  of  being  broke. 

There  were  other  critics,  who 
dubbed  the  games  “the  Hamburger 
Olympics”  amid  complaints  of  ram- 
pant commercialism  ruining  the  spirit 
of  the  event.  As  Guttmann  notes,  when 
the  United  States  Olympic  Committee 
objected  to  the  Miller  Brewing  Com- 
pany’s slogan  for  the  U.S.  Olympic 
Training  Center  in  Colorado  Springs 
(“Let’s  win  the  Games  Again”),  Miller 
dismissed  the  concerns.  In  the  words  of 
one  Miller  representative,  “We  felt  it 
would  be  easier  to  raise  money  if  we 
worked  the  national  pride  angle.” 

One  sore  point  was  the  transconti- 
nental torch  relay.  Ueberroth  had 
plans  to  sell  the  relay,  at  $3,000  a pop, 


"I  believed  then,  as  I do  nouu, 
that  there  are  mani^  important 
programs  much  more  deserving 
of  government  support  thon  a 
sports  event,  even  one  os  spe- 
cial os  the  Olympic  Gomes." 

— Peter  Ueberroth 


to  individual  citizens  and  corporate 
sponsors  (AT&T  ended  up  as  official 
sponsor,  paying  for  all  logistical 
costs).  The  money  would  go  to  benefit 
local  community  athletic  associations. 
Greece,  in  particular,  objected  to  what 
they  saw  as  the  commercialization  of 
the  Olympic  flame. 

Ueberroth  had  no  patience  for  such 
qualms,  particularly  when  he  saw  that 
the  economy  of  the  town  of  Olympia 
depended  in  large  part  on  selling  the 
flame,  from  the  “Olympic  Flame 
Hotel”  to  gift  shops  selling  little  plastic 
torches.  Further,  as  he  (along  with  many 
others)  notes  in  his  memoir,  Made  in 
America,  the  torch  relay  is  hardly  a 
sacred,  ancient  Greek  ritual,  but  a 20th- 
century  invention  by  the  Nazi  regime 
during  the  1936  Olympics  in  Berlin.  As 
editors  Alan  Tomlinson  and  Garry 
Whannel  write  in  their  introduction  to 
Five  Ring  Circus,  the  Olympics  have 
never  been  entirely  divorced  from  eco- 
nomic and  political  realities.  It’s  too 
easy  to  simply  say  that  modern-day 
commercialism  has  destroyed  a pure 
tradition.  As  Tomlinson  and  Whannel 
ask,  “How  real  is  the  tradition,  and 
how  new  is  the  corruption?” 

Still,  whether  you  applaud  or  decry 
Peter  Ueberroth’s  methods,  there  is  no 
denying  that  the  Los  Angeles  Olympics 
changed  the  way  the  games  were  played. 
As  Robert  Barney,  Stephen  Wenn  and 

continued  on  page  36 
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THE  WALL  STREET  SCANDAL  OF 


By  Russell  Roberts 


In  early  spring , 1884,  former  President  Ulysses  S.  Grant  was  riding  high.  He  and  his  wife  Julia  had  recently 
returned  to  America  from  a triumohant  trio  around  the  world  that  had  wioed  out  oublic  exasperation  over  his 

He  was  hobnobbing  with 
irant  & Ward  had  provided 
s world  as  surely  as  he  had 
ose.  But  Grant  was  soon  to 
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mttal  pensions  were  not 
I until  1958.  The  generosity  of 
enabled  the  Grants  to  buy  a 
ory  house  on  East  66th  Street 
v York.  But  there  was  a big 
nee  between  living  in  New 
tnd  being  able  to  afford  it. 

income  was  a continuing 
m for  Grant. 

n,  one  day  his  son  spoke  to 
rout  investment  banking,  and 
cally  about  a man  named 
and  Ward. 
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Grant  dr  Ward  delivery  order, 
dated  April  j,  1884. 


t War  and  two  terms  as  President,  from 
1868  to  1876,  Grant  seemed  to  have 
Z finally  overcome  failure.  An  enor- 
| mously  popular  and  widely  publicized 
~ two  and  one-half  year  trip  around  the 
£ world  almost  gained  him  a third  pres- 
5 idential  nomination  in  1880. 

When  his  third  nomination  bid 
failed,  to  James  Garfield,  however. 
Grant  had  to  once  again  face  the 
unfriendly  world  of  private  business; 


Figurehead 

Ulysses  S.  Grant  Jr.- “Buck” -was  a 
rotund,  cheerful  man  who  had  inher- 
ited both  his  father’s  trusting  nature 
and  bad  business  sense.  Then  he  met 
Ferdinand  Ward. 

Young,  handsome,  charismatic,  and 
possessor  of  one  of  the  slickest 
tongues  in  a fast-talking  city.  Ward 
was  known  as  the  “Young  Napoleon 
of  Finance,”  a rising  Wall  Street  wiz- 
ard. Ward  got  his  start  on  Wall  Street 
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Ulysses  S.  Grant 


as  a clerk  at  the  Produce  Exchange.  As 
he  graduated  to  stock  speculation  in 
railroads  and  other  areas,  he  loudly 
trumpeted  his  successes.  Wall  Street, 
always  wary  of  self-congratulatory 
songs,  viewed  Ward  with  suspicion. 

Buck  Grant,  however,  liked  Ward’s 
tune.  Ward  lavishly  flattered  him,  and 
in  1880  the  brokerage  firm  of  Grant 
&C  Ward  was  born.  Investors,  lured  by 
Ward’s  promise  of  big  dividends, 
bought  securities  through  Grant  & 
Ward,  and  left  them  with  the  firm  as 
collateral  on  loans  to  buy  more  securi- 
ties. Grant  & Ward  borrowed  against 
the  securities  for  investment  purposes. 
Ward,  however,  was  re-hypothecating 
the  securities  inappropriately  by 
pledging  the  same  stocks  to  cover 
more  than  one  loan,  with  the  apparent 
collusion  of  James  D.  Fish,  president 
of  the  Marine  Bank,  which  made  the 
loans.  When  interest  was  due,  Ward 
paid  it  by  using  the  money  from  new 
investors.  It  was  a classic  Ponzi 
scheme,  decades  before  Ponzi  himself. 

At  first  Grant  & Ward  flourished, 
and  the  big  dividends  — sometimes  as 
high  as  40  percent  — promised  by 
Ward  did  occur.  Content  to  sit  back, 
Buck  bought  a nice  home  on  West 
End  Avenue  and  a country  estate 
called  Merryweather  Farm,  and  let 
the  Young  Napoleon  run  the  business 
single-handedly. 

By  1883,  on  paper  at  least,  Buck 
Grant  was  on  his  way  to  becoming 
rich.  Thus,  when  his  father  was  des- 
perately looking  for  a source  of 
income,  it  seemed  to  Buck  that  Grant 
&C  Ward  was  the  answer.  Grant 
agreed  and  scraped  together 
$100,000,  virtually  all  his  net  worth, 
to  become  a limited  partner  in  Grant 
& Ward.  For  that  money  he  was  to 
draw  a salary  of  $3,000  a month, 
and  share  in  the  firm’s  profits. 

The  Big  Con 

Ward  could  scarcely  believe  his  good 
fortune.  The  ambiguity  of  the  firm’s 
name  allowed  the  general’s  many 
admirers  to  assume  that  he  was  a 


founder  and  principal.  Investors 
flocked  to  Grant  & Ward.  The  presi- 
dent of  the  Erie  Railroad  unflinch- 
ingly forked  over  $800,000,  and 
other  supposedly  savvy  investors  fol- 
lowed suit.  Bradstreet  rated  the  firm 
“gilt  edged,”  and  its  capitalization 
rose  to  $1 5 million. 

Believing  himself  to  be  a million- 
aire, Grant  basked  in  his  success. 
Dressed  in  a fashionable  frock  coat 
and  tall  hat,  he  went  regularly  to  the 
Grant  & Ward  offices,  where  new 
investors  were  thrilled  to  meet  the 
Savior  of  the  Union. 

But  whispers  on  the  Street  about 
Grant  & Ward  grew  louder.  Finally 
Horace  Porter,  Grant’s  former  mili- 
tary aide  and  then-president  of  the 
Pullman  Car  Company,  hurried  to 
see  Grant  to  warn  his  old  comman- 
der that  something  was  amiss. 
However,  in  the  middle  of  the  con- 
versation Ward  arrived,  oozing  his 
snake-oil  assurances.  When  Porter 
saw  how  enthusiastically  Grant 
welcomed  Ward,  he  decided  to  stay 
silent.  Perhaps,  he  thought,  the  gen- 
eral was  in  control,  just  like  he  had 


been  in  control  during  the  war 
when  all  seemed  chaotic. 

But  on  Sunday,  May  4,  1884,  even 
the  Young  Napoleon  knew  Waterloo 
was  imminent.  He  could  not  cover  his 
loans  come  Monday,  payments  to 
investors  were  due,  and  the  money 
cupboard  was  bare.  Desperate,  he 
chose  the  ultimate  con  man  strategy: 
big  bluff. 

That  evening,  he  appeared  at 
Ulysses  Grant’s  home  and  told  the  ex- 
president that  the  Marine  Bank  was 
in  trouble.  New  York  City  had  drawn 
heavily  on  the  bank  on  Saturday, 
Ward  explained,  leaving  it  no 
reserves  for  the  start  of  business  on 
Monday.  Unless  $400,000  was  raised 
immediately,  the  bank  would  be 
unable  to  open. 

“Why  are  you  concerned  about  the 
Marine  Bank?”  asked  Grant. 

“We  have  $660,000  on  deposit 
there,  and  it  would  embarrass  us  very 
much  if  the  bank  should  close  its 
doors,”  Ward  answered.  The  bank 
needed  $400,000,  of  which  he  had 
only  been  able  to  find  $250,000.  He 
needed  Grant  to  secure  the  rest. 
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To  someone  more  financially  acute. 
Ward's  words  would  have  set  off  a 
thousand  alarm  bells.  But  this  was 
Grant  — a sheep  in  the  financial 
wolves’  den.  He  went  to  see  million- 
aire William  H.  Vanderbilt,  son  of 
shipping  and  railroad  baron  Cor- 
nelius, to  raise  the  money. 

Vanderbilt  told  Grant  that  he  could 
care  less  about  the  fortunes  of  the 
Marine  Bank  and  Grant  &:  Ward, 
undoubtedly  reflecting  current  Wall 
Street  wisdom.  “The  opinion  on  the 
Street  is  very  unfriendly...  to  the  gen- 
eral... the  practice  of  re-hypothecation 
is  looked  upon  here  as  an  offense 
against  the  law  and  the  ethics  of  mer- 
cantile dealing,”  said  one  observer. 

But  Vanderbilt’s  affection  for  Grant 
was  so  strong  that  he  wrote  out  a per- 
sonal check  to  him  for  $150,000  on 
the  spot.  Grant  rook  the  money  back 
to  Ward,  thinking  the  crisis  resolved. 
Ward  gratefully  took  the  money  and 


deposited  it  in  his  personal  account. 

Events  now  steamrolled  to  their 
lamentable  conclusion.  Late  Monday, 
the  Marine  Bank  announced  it  would 
no  longer  honor  Grant  & Ward 
checks.  On  Tuesday,  the  bank  closed, 
raking  Grant  Ward  with  it. 

Unaware  of  all  this,  a confident 
Grant  hobbled  (he  was  on  crutches 
because  of  a leg  injury  suffered  the 
previous  Christmas  five)  into  Grant  &: 
Ward  late  Tuesday  morning.  May  6. 
“Well,  Buck,  how  is  it?”  he  cheerfully 
hailed  his  son. 

The  stunned  Buck  replied: 

“Grant  & Ward  has  failed,  and 
Ward  has  fled.” 

Grant  silently  absorbed  this  ham- 
mer-blow. Then,  like  a man  in  a dream, 
he  slowly  turned  and  went  to  his  office. 
At  five  o’clock  that  evening,  a clerk  for 
the  firm  found  him  still  sitting  there, 
hands  locked  onto  the  arms  of  his  chair, 
struggling  to  control  himself.  He  was 


again  a business  failure,  and  the  knowl- 
edge was  tearing  him  apart. 

“I  have  made  it  the  rule  of  my  life  to 
trust  a man  long  after  other  people 
gave  him  up.  But  I don’t  see  how  I can 
ever  trust  any  human  being  again,”  he 
said  sadly.  When  he  finally  left  the 
office,  men  in  the  crowd  outside  silently 
removed  their  hats,  as  if  at  a funeral. 

Once  again.  Grant  was  facing  abject 
poverty.  He  had  $80  in  his  pocket,  and 
Julia  had  $130.  Ward’s  thievery  had 
been  so  complete  that  he  had  even 
taken  a hoard  of  $20  gold  pieces  used 
as  tokens  for  director’s  meetings. 

“We  were  literally  without  means,” 
Julia  recalled.  Only  through  the  finan- 
cial assistance  of  friends  and  admirers 
was  the  family  able  to  survive. 

The  Aftermath 

Wall  Street  wobbled  at  the  news  but  did 
not  fall  and  precipitate  a national  panic. 
Stocks  dropped,  and  several  respected 
houses  temporarily  suspended  activities. 
Bur  the  New  York  City  Clearing  House 
organized  a fund  to  save  sound  institu- 
tions like  the  Metropolitan  Bank,  which 
reopened  in  three  days. 

Vanderbilt  wiped  out  Grant’s  debt 
on  very  liberal  terms,  but  others 
blamed  the  general  for  the  debacle.  “Is 
Grant  Guilty?”  asked  the  New  York 
World,  implying  that  he  was,  and 
Hugh  McCulloch,  a former  secretary 
of  the  treasury,  said  Grant  entered  “a 
business  for  which  he  had  no  fitness.” 
Bitterly,  Grant  denounced  Ward  and 
Fish  for  trading  on  his  good  name  to 
solicit  and  steal  funds  from  others. 

An  investigation  eventually  revealed 
that  two  sets  of  books  had  been  kept  for 
Grant  & Ward.  The  public  set  portrayed 
the  firm’s  assets  at  a fanciful  $15  million. 
In  reality,  assets  totaled  $57,000,  while 
the  firm’s  liabilities  exceeded  $16  mil- 
lion. The  investigator  found  Ward  to 
have  commingled  the  firm’s  accounts 
with  his  own,  dummied  bookkeeping 
entries,  re-hypothecated  securities  held 
as  collateral,  and  deposited  loan  pro- 
ceeds into  his  private  account. 

continued  on  page  36 
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By  Tamar  Anolic 

In  an  age  when  most  Americans 
expect  to  retire  one  day,  it  may  be  sur- 
prising to  note  that  as  recently  as  the 
early  part  of  the  20th  century  most 
people  did  not  live  long  enough  to  see 
their  working  years  end.  As  the  1900s 
wore  on,  increasing  longevity  changed 
the  concept  of  retirement.  Now,  at  the 
beginning  of  the  21st  century,  it  is 
poised  to  do  so  once  again. 

As  people  regularly  live  long  past 
the  age  of  65,  many  find  that  their 
retirement  income  is  not  enough  to 
sustain  them.  Scholars  predict  that 
such  shortfalls  will  only  become 
greater  if  the  Baby  Boomer  generation 
retires  without  more  planning.  As  a 
result,  concepts  of  saving  for,  and 
spending  during  retirement,  will  have 
to  change.  So  too  will  the  concept  of 
retirement  itself,  as  workers  reorient 
themselves  toward  a longer  post- 
retirement period. 

When  Social  Security  was  estab- 
lished in  1935,  it  was  intended  to 
support  workers  who  had  stopped 
working  for  various  reasons,  retire- 
ment foremost.  The  impetus  for  the 
program  came  with  the  Great 
Depression,  when  the  entire  country 
faced  a decline  in  economic  security. 
The  downturn  was  especially  hard 
for  the  oldest  among  the  population. 
As  a result,  several  states  enacted  old- 
age  pension  and  unemployment 
insurance  programs.  By  1940,  the 


federal  government  began  paying  the 
regular  monthly  payments  to  older 
and  retired  workers  that  have 
become  so  familiar  today. 

The  private  retirement  plans 
offered  by  non-government  employ- 
ers have  become  equally  important. 
Private  plans,  in  some  forms,  predate 
Social  Security;  most  of  them  evolved 
from  a need  for  increased  security  as 
labor  patterns  began  to  change  with 
the  Industrial  Revolution  of  the 
1 800s.  More  than  a century  later, 
retirement  plans  have  expanded,  but 
basically  there  are  two  type  of  plans. 
The  original  defined-benefit  plans, 
such  as  pensions,  promised  a specific 
weekly,  monthly,  or  annual  payment 
in  return  for  specific  number  of  years 
worked.  In  more  recent  defined-con- 
tribution  plans  workers,  and  some- 
times companies,  pay  specified  small 
amounts  over  time,  such  as  in  the 
common  40i(k)  plan.  Today  66  per- 
cent of  the  U.S.  work  force  is  covered 
by  some  kind  of  retirement  plan. 
Pension  plans,  together  with  Social 
Security  and  individual  savings, 
make  up  the  tripod  of  economic 
security  that  has  supported  retired 
workers  for  four  generations. 

Despite  their  long  history  and  the 
proliferation  of  retirement  funds, 
however,  retirement  itself  is  a rela- 
tively new  concept.  When,  in  1900, 
life  expectancy  in  the  United  States 
was  only  46  for  men  and  48  for 
women,  many  people  worked  until 


they  died,  and  few  expected  to  live 
very  long  after  they  stopped  working. 
“Even  during  the  first  half  of  the  20th 
century,  as  public  and  private  pensions 
were  developed  with  government, 
union,  and  corporate  support,  many 
people  eligible  for  a pension  passed 
away  before  or  shortly  after  retire- 
ment,” say  Olivia  S.  Mitchell,  P.  Brett 
Hammond,  and  Anna  M.  Rappaport 
in  their  book  Forecasting  Retirement 
Needs  and  Retirement  Wealth.  When 
Social  Security  began  paying  its 
monthly  benefits,  only  about  half  of 
all  2 1 -year-old  men  could  expect  to 
reach  65  to  collect. 

As  life  expectancy  has  increased  to 
the  74  years  for  men  and  79  for 
women  that  it  is  today,  however,  the 
concept  of  stopping  work  during  one’s 
lifetime  has  become  commonplace.  By 
1990,  nearly  75  percent  of  workers 
could  expect  to  reach  65  and  collect 
benefits  for  15  years.  At  the  same 
time,  an  expected  83  percent  of  21- 
year-old  men  will  reach  65,  and  they 
can  expect  to  live  another  18  years. 

Mitchell,  Hammond,  and  Rappa- 
port conclude  that,  “retirement  has 
spread  beyond  the  exclusive  purview 
of  the  rich  to  include  the  vast  major- 
ity of  the  older  population.”  As  these 
trends  in  human  longevity  continue 
into  the  21st  century,  many  workers 
are  not  merely  living  to  see  their 
retirement,  but  living  well  beyond 
the  traditional  retirement  age  of  65. 
As  life  span  has  increased,  retired 
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workers  have  had  to  stretch  their 
pensions  and  savings  over  a much 
longer  retirement  than  in  previous 
decades,  \lany  have  found  the  tradi- 
tional “tripod  of  economic  security" 
to  be  insufficient  to  maintain  the 
lifestyle  they  knew  while  working. 

It  is  a trend  many  scholars  are 
studying.  In  Forecasting  Retirement 
Needs  and  Retirement  Wealth,  James 
F.  Moore  and  Olivia  S.  Mitchell 
report  the  findings  of  their  study  on 
the  assets  and  savings  that  will  be 
relied  upon  for  retirement  consump- 
tion. They  conclude  that  “despite 
seemingly  large  accumulations  of 
total  retirement  wealth,  the  majority 
of  older  households  will  not  be  able 
to  maintain  current  levels  of  con- 
sumption into  retirement  without 
additional  saving.” 

“More  American  workers  are  sav- 
ing for  retirement,  but  they  aren’t 
saving  enough  because  they  often 
underestimate  how  long  they'll  live,” 
agrees  Christine  Dugas  in  her  article 
“More  Save  For  Retirement,  But 
Many  Underestimate  Life  Span.”  She 
concludes  that,  on  average,  while  a 
man  who  retires  at  age  65  will  live 
until  he  is  8 1 and  a woman  retiring  at 
65  will  live  until  she  is  84,  10  percent 
of  workers  believe  their  retirement 
will  last  only  a decade  or  less,  and 
another  15  percent  think  it  will  last 
less  than  two  decades. 

Underestimating  the  length  of  one’s 
retirement  is  a reason  Moore  and 
Mitchell  point  to  as  a possible  expla- 
nation for  why  workers  do  not  always 
save  enough  to  cover  longer  retire- 
ments. Also,  “people  discount  the 
future  to  varying  degrees,  and  some 
may  do  so  very  heavily,”  they  suggest. 
And,  although  they  cite  the  possibility 
of  some  households  being  unable  to 
save,  they  discount  this  theory  as 
“unlikely  for  those  other  than  the 
poorest  (households)  in  our  sample.” 

Such  income  shortfalls  are  only 
expected  to  continue  as  the  retirement 
of  the  Baby  Boomers,  the  extra-large 
generation  born  in  the  years  1946  to 


1964,  draws  closer.  Ever  since  this  gen- 
eration was  born,  in  fact,  American 
society  has  been  ill  equipped  to  deal 
with  their  numbers.  “Initially,  there 
were  not  enough  diapers...  then  there 
were  not  enough  public  schools,”  say 
Robert  N.  Butler,  Lawrence  K.  Gross- 


man,  and  Mia  R.  Oberlink  in  their 
book  Life  in  an  Older  America.  “As 
Baby  Boomers  matured,  there  were  not 
enough  colleges,  jobs  or  housing.” 

And  now,  it  seems  that  while  many 
Boomers  have  taken  steps  towards 
preparing  for  retirement,  many  will  not 
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have  prepared  sufficiently.  According 
to  Merrill  Lynch’s  Baby  Boomer  Retire- 
ment Index,  which  Butler,  Grossman, 
and  Oberlink  also  cite,  the  members  of 
this  generation  are  saving  only  a third 
of  what  they  need  to  save  to  sustain  the 
standard  of  living  they  knew  before 
retirement.  For  most  Boomers,  the 
“typical  range”  of  income  they  need  to 
sustain  that  lifestyle  ranges  from  75 
percent  to  125  percent  of  their  current 
spending,  depending  on  what  their 
goals  in  retirement  are,  Thornton 
Parker  points  out  in  What  If  Boomers 
Can’t  Retire.  And  that  range  is  “not 
counting  debt  retirement  and  children’s 
education  expenses.” 


Since  the  Boomers’  birth,  they 
have  been  the  largest  age  group  in 
the  population,  a trend  that  will 
continue  into  its  old  age  and  will 
really  come  into  play  starting  in 
2011,  when  the  oldest  members  of 
the  generation  reach  65.  Coinciden- 
tally, or  perhaps  not,  that  is  the 
same  year  the  present  phase-out  of 
estate  taxes  ends  and  the  taxes  are 
fully  reinstated. 

In  retirement,  Boomers  will  also 
accentuate  the  increase  of  people 
over  65  in  the  population  as  a whole; 
Census  Bureau  statistics  show  that 
the  portion  of  the  population  over  65 
increased  tenfold  over  the  20th  cen- 


tury, even  as  the  population  as  a 
whole  only  doubled.  Many  may  have 
retirement  plans,  but,  as  retired 
workers  are  now  discovering,  those 
plans  offer  only  a fixed  income.  What 
those  retiring  workers  need  are  assets 
that  will  grow  throughout  their 
retirement,  providing  more  than  a 
fixed  income  as  they  continue  to  age. 
Such  growth  would  allow  them  to 
maintain  living  standards;  a fixed 
income  may  not  be  able  to. 

The  need  for  additional  income 
after  retirement  will  likely  change 
the  way  people  view  and  plan  for 
retirement  as  they  begin  to  consider 
how  they  can  bolster  their  retire- 
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ment  income.  One  option  is  to 
expand  their  financial  portfolios  to 
include  instruments  that  will  pro- 
vide the  growth  to  supplement  fixed 
incomes  enough  to  sustain  them 
through  two  or  three  decades  of 
retirement.  That  is  not  the  only 
alternative.  Butler,  Grossman  and 
Oberlink  predict  that  “by  the  time 
Baby  Boomers  reach  retirement  age, 
economic  circumstances  will  likely 
mandate  that  millions  of  them  con- 
tinue to  work...  eventually,  retire- 
ment as  we  now  know  it  may 
become  an  anachronism,  as  job 
sharing  and  part-time  employment 
change  the  face  of  the  workplace. 

“Indeed,”  add  Mitchell,  Ham- 
mond, and  Rappaport,  “the  very 
meaning  of  retirement  itself  may 
now  be  called  into  question,  as 
humanity  confronts  three  or  even 
more  decades  of  life  after  the  age 
of  65.” 


Percent  of  Total  Population 
Age  65  and  Over:  1900  to  2000 


Source:  U.S.  Census  Bureau,  decennial  census  of  population,  1900  to  1000. 
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Smaller  Exchanges 
Survive  by  Spe 


CIALIZING 


Their  names  echo  through  financial  history,  but  the  surviving  “regional” 
exchanges  around  North  America  have  become  innovation  engines. 


By  Gregory  DL  Morris 

Philadelphia  was  first,  but  several 
dozen  stock  and  commodity  exchanges 
have  at  one  time  been  established  in  the 
United  States,  Canada,  and  Mexico. 
Today  the  North  American  economy  is 
primarily  bipolar  between  New  York 
and  Chicago.  But  beyond  Wall  Street 
and  LaSalle  Street  there  are  still  about 
half  a dozen  regional  exchanges.  And 
they  are  as  confident  of  their  future 
prosperity  and  independence  as  they 
are  proud  of  their  heritage. 

At  the  time  of  the  American  Revolu- 
tion, Philadelphia  was  the  second- 
largest  city  in  the  British  Empire  and  the 
most  important  port  on  the  East  Coast. 
The  war  was  won  in  1783,  but  more 
importantly,  Alexander  Hamilton  put 
the  young  republic  on  a sound  financial 
footing  in  1790.  The  very  same  year, 
the  Philadelphia  Stock  Exchange  was 
founded.  It  was  the  first  such  institution 
in  the  Western  Hemisphere.  The  first 
Bank  of  the  United  States  was  estab- 
lished nearby  the  following  year.  In 
1792,  a group  of  brokers  in  New  York 
signed  the  Buttonwood  Agreement 
forming  a cartel  that  evolved  into  the 
New  York  Stock  Exchange. 

For  another  three  decades,  Philadel- 
phia dominated  trade  and  finance  in 
the  country.  Its  only  major  rival  was 


Right:  Facade  of  the  Boston  Stock  Exchange. 
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New  Orleans  as  the  lumber,  grain, 
whiskey  and  hides  of  the  trans- 
Appalachian  West  flowed  down  the 
Ohio-Mississippi  River  system.  Then 
New  York  State  completed  the  Erie 
Canal  at  the  urging  of  Governor 
DeWitt  Clinton,  and  in  1825  the  vast 


produce  of  the  Midwest  began  to  flow 
through  New  York  — a day’s  sailing 
closer  to  Europe  than  Philadelphia. 

As  if  scripted,  another  two  decades 
allowed  New  York,  its  markets,  and 
its  banks  time  to  grow.  Then,  in  1844 
Samuel  Morse  and  Ezra  Cornell 


completed  the  first  practical  tele- 
graph. As  John  Steele  Gordon  has 
written,  markets  can  only  function 
where  communication  is  instant,  and 
larger  markets  absorb  smaller  ones 
within  reach  of  that  communication. 

The  Philadelphia  and  Boston  mar- 
kets quickly  became  secondary  to  the 
larger  markets  in  New  York,  although 
they  remained  important  sources  of 
capital  for  regional  companies  until 
very  recently.  Then  the  same  thing  hap- 
pened as  telegraph  and  then  telephone 
lines  spread.  Many  local  and  regional 
exchanges  disappeared,  but  some  of 
them  were  well  established  enough  to 
survive,  especially  by  serving  local 
entrepreneurs  and  venture  capitalists. 

Then  Washington,  DC  did  what 
even  New  York  could  not.  The  1975 
Amendments  to  the  Securities  and 
Exchange  Act  of  1934  mandated  com- 
petition among  all  stock  markets. 
“That  made  New  York  honest,"  says 
William  Morton,  chairman  emeritus  of 
the  Boston  Stock  Exchange,  “but  the 
biggest  change  was  fracrionals  to  deci- 
mals | in  2000 1 . It  really  emphasized 
technology.”  On  the  eve  of  the  21st 
century,  the  NYSE  eliminated  the  last 
vestige  of  the  Spanish  eight-real  coin 
on  which  the  U.S.  dollar  was  based.  It 
also  significantly  closed  the  spreads 
between  bid  and  ask  prices,  on  which 
floor  specialists  make  their  money. 

“The  term  regional  exchange  is  a 
misnomer,"  says  Morton.  “We  always 
did  a national  business,  even  back  in 
the  '60s  when  there  were  exchanges  in 
places  like  Wheeling,  WV,  Colorado 
Springs,  even  Hawaii.” 

Volume  grew  rapidly  after  1975,  but 
the  larger  exchanges  claimed  the  lion’s 
share.  Many  smaller  exchanges  closed 
or  merged,  and  the  survivors  were  driven 
to  reduce  costs  and  improve  efficiency  to 
remain  competitive.  The  Cincinnati 
Stock  Exchange  (CSE)  closed  its  floor  in 
1976  in  favor  of  electronic  trading.  But  a 
computer  can  be  anywhere,  and  in  1995 
the  CSE  moved  its  black  box  to  Chicago. 
Last  year,  the  name  was  changed  to  the 
National  Stock  Exchange. 
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Report  of  Philadelphia  Stock  Exchange  Sales,  February  25,  1858. 


The  same  thing  is  happening  at  the 
storied  Pacific  Exchange.  Formed  in 
1957  by  the  merger  of  the  San  Fran- 
cisco Stock  and  Bond  Exchange, 
founded  in  1862,  and  the  Eos  Angeles 
Oil  Exchange,  founded  in  1899,  the 
Pacific  Coast  Stock  Exchange  main- 
tained trading  floors  in  both  cities.  In 
1973  the  name  was  changed  to  Pacific 
Stock  Exchange  (PSE),  and  in  1976  it 
began  trading  in  options.  By  1985, 
before  anyone  could  imagine  a bubble 
in  technology  stocks,  the  PSE  made  a 
strategic  decision  to  focus  on  tech- 
stock  options. 

In  1997  the  name  was  shortened 
to  the  Pacific  Exchange,  which  was 
reorganized  in  1999  to  operate  PCX 
Equities,  Inc.,  the  first  for-profit 
stock  market  in  the  U.S.  The  next 
year,  PCX  formed  a partnership 
with  Archipelago  Holdings  of 
Chicago.  The  Los  Angeles  trading 
floor  was  closed  in  2001,  and  the 
San  Francisco  floor  the  next  year. 
ArcaEx  now  trades  all  of  PCX’s 
equities,  although  options  are  still 
handled  in  California. 


Despite  the  presence  of  Internet 
trading,  the  financial  and  commodity 
exchanges  remaining  outside  New 
York  and  Chicago  are  determined  to 
hang  tough.  “Survival  as  an  indepen- 
dent entity  is  our  primary  mission,” 
says  Sandy  Frucher,  chairman  and 
CEO  of  the  Philadelphia  exchange. 
“Five  or  six  years  ago  people  were 
writing  our  obituary.  But  our  single 
biggest  perceived  liability,  technology, 
is  now  our  advantage.  The  regional 
markets  have  evolved  into  national 
markets  with  regional  traders.  The 
roles  have  shifted,  and  only  a few  have 
survived.  But  those  that  did  have 
evolved,  and  they  provide  competi- 
tion. That  is  helpful  to  the  market.” 

PSE  completed  its  demutualization 
in  January,  and  now  operates  a hybrid 
system  combining  electronic  trading 
and  a modified  trading  floor.  The 
exchange  is  also  forming  alliances, 
including  one  with  the  local  Susque- 
hanna Investment  Group  to  revitalize 
futures  trading. 

In  contrast  to  the  U.S.  where  man- 
dated competition  led  the  smaller 


exchanges  to  specialize;  specialization 
in  Canada  resulted  from  an  end  of 
competition.  As  in  the  U.S.,  Canada 
had  stock  exchanges  in  most  of  its 
major  cities:  The  Toronto  Stock 
Exchange  (TSE)  founded  in  1852,  is 
the  largest  in  Canada  and  the  third 
largest  in  North  America  after  NYSE 
and  Nasdaq  — which  is  not  formally 
an  exchange,  but  is  usually  considered 
to  be  one. 

In  1999,  the  Canadian  exchanges 
agreed  to  do  what  the  U.S.  exchanges 
have  so  far  refused  to  consider:  con- 
solidating and  specializing.  The  TSE 
would  handle  senior  equities,  the 
Bourse  de  Montreal  (BdM)  would 
handle  futures  and  options,  and  the 
Alberta  Stock  Exchange  in  Calgary, 
the  Vancouver  Exchange,  and  the 
Winnipeg  Stock  Exchange  were  com- 
bined into  the  Venture  Exchange  for 
junior  equities.  Two  years  later,  TSE 
acquired  the  Venture  Exchange. 

“If  we  were  to  ensure  long-term 
life,”  says  Luc  Bertrand,  president  and 
CEO  of  the  BdM,  we  had  to  have  spe- 
cialization. The  bourse  made  the  deci- 
sion to  sell  its  equity  business  to  the 
TSE  and  specialize  in  the  derivative 
market.  [We]  initiated  and  proposed 
this  to  the  other  exchanges,  and,  after 
long  study,  they  agreed.” 

But  the  bourse  was  just  getting 
warmed  up.  It  demutualized  in  2000, 
taking  only  four  months  to  go  from 
member-owned  to  public  for-profit.  It 
also  became  the  first  traditional,  self- 
regulating exchange  to  be  completely 
automated  in  2002.  “The  results  have 
been  very  good,”  says  Bertrand. 
“From  1999  to  2003,  we  increased 
volume  83  percent  and  increased  open 
interest  112  percent.  Today  we  have 
C$30  billion  in  notional  value  and  our 
hook  of  open  interest  is  C$300  billion. 
That  ranks  us  up  there  with  the  largest 
exchanges  of  the  world.  What’s  more, 
65  percent  of  our  business  comes  from 
outside  Canada.  That  is  up  from  40 
percent  external  before  the  changes.” 

Because  of  the  technology  BdM 
developed  in  house,  the  Boston  Stock 
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Exchange,  founded  in  1834,  invited  the 
bourse  into  a formal  alliance  to  start 
the  Boston  Options  Exchange.  The  two 
exchanges  have  had  a long-standing 
informal  relationship  for  decades. 
When  BOX  went  live  in  February  it 
was  the  first  time  the  SEC.  allowed  a 
non-U. S.  exchange  to  operate  an 
exchange  in  the  U.S.  BOX  administra- 
tion is  in  Boston,  but  the  technology 
and  operations  are  in  Montreal. 

In  the  first  phase  of  the  roll  out, 
BOX  trades  2.00  classes  that  cover  85 
percent  of  the  market.  The  next  phase 
will  expand  to  600  of  the  total  2,000 
classes  of  derivatives  traded  in  North 
America.  “The  key  is  the  technology 
for  price  improvement,”  says  Bertrand. 
“We  launched  BOX  just  as  the  SEC  is 
investigating  all  the  exchanges  because 
spreads  are  too  wide  and  specialists  are 
making  too  much.” 

Before  starring  BOX,  the  Boston 
Exchange  had  gone  through  several 
years  of  “dramatic  change,”  says 


Mike  Curran,  CEO.  Unlike  his  Cana- 
dian partner,  Curran  still  considers 
equities  a core  business,  but  BSE  chose 
to  specialize  in  retail  orders,  which  are 
smaller  than  the  institutional  orders 
often  placed  on  the  New  'tork 
exchanges  and  tend  to  get  scant  atten- 
tion on  the  Big  Board  and  Nasdaq. 

BSE  is  a hybrid  market,  and 
remains  owned  by  the  members, 
although  demutualization  has  been 
discussed.  “We  also  maintain  a floor,” 
says  Curran,  “although  we  like  to  call 
it  a community  of  automated  traders. 
We  do  not  have  an  open  auction.  We 
have  great  hopes  for  BOX,  but  there  is 
also  a lot  to  be  said  for  the  core  equi- 
ties business.  There  is  a collaboration 
between  the  equities  and  options." 

Toronto  also  has  great  hopes  for 
equities.  “We  aspire  to  be  the  premier 
market  for  Canadian  equities,”  says 
Richard  Nesbitt,  president  of  TSX 
Markets,  which  runs  both  the  TSE 
and  the  Venture  Exchange.  He  notes 
that  closer  integration  with  the  U.S. 
and  global  markets  has  actually  been 
good  for  his  exchanges.  “There  are 
about  180  stocks  dually  listed  on  the 
TSE  and  in  the  U.S.,  out  of  about 
1,300  senior  equities  and  2,200 
juniors.  Of  those  1 80  dually  listed,  we 
have  70  percent  of  the  activity.  Our 
market  share  is  well  over  50  percent  in 
the  stocks  we  list,  and  over  70  percent 
of  NYSE  listed  stocks.  We  do  less  well 
on  some  of  the  high-tech  Nasdaq- 
traded  issues.” 

Although  the  Canadian  equities 
market  accounts  for  about  three  per- 
cent of  the  world  business  — about 
equal  to  France  or  Germany  and  well 
behind  the  U.S.,  U.K.,  and  Japan  — 
Nesbitt  stresses  that  Canadian  mar- 
kets have  been  important  innovators. 
“Electronic  trading  began  in  Canada 
in  the  1970s,  and  exchange-traded 
funds  were  first  done  for  the  TSE-35 
about  1988.  We  were  also  the  first 
North  American  exchange  to  go  pub- 
lic, beating  Chicago  by  a month.  TSE 
has  also  spun  off  its  regulatory  entity, 
so  all  the  challenges  that  are  now  fac- 


* 
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ing  U.S.  exchanges,  we  have  been 
through  already.” 

Consolidation  has  also  been  the 
watchword  in  Mexico.  The  first  trad- 
ing in  mining  stocks  began  in  Mexico 
City  in  1850,  ironically  just  two  years 
after  California  had  been  lost  and  gold 
had  been  found  there.  The  Bolsa  Mer- 
catil  de  Mexico  was  founded  in  1886, 
but  through  the  early  1900s  there 
were  several  long  periods  of  inaction 
caused  by  economic  crises.  In  1975, 
the  current  Bolsa  Mexicana  de  Valores 
was  formed,  incorporating  exchanges 
that  operated  in  the  major  industrial 
city  of  Monterrey,  and  the  western 
metropolis  of  Guadalajara. 

Some  similar  forces  have  been  at 
work  on  the  commodity  exchanges, 
but  while  each  dollar  or  peso  is  identi- 
cal, agricultural  goods  are  still  as 
much  art  as  economics.  In  this  sense, 
the  smaller  North  American  commod- 
ity exchanges  have  worldwide  impor- 
tance well  beyond  their  size. 

The  Kansas  City  Board  of  Trade 
(KCBT)  is  the  exchange  for  hard  red 
winter  wheat,  the  primary  grain  for 
bread  flour  worldwide.  It  was  orga- 
nized in  1856  to  buy  and  sell  grain, 
and  by  1976  futures  trading  had 
started.  The  KCBT  made  history  in 
1982  when  it  became  the  first 
exchange  in  the  world  to  trade  stock 
index  futures.  By  2002  wheat 
futures  on  the  board  set  a new 
record  of  2.4  million  contracts,  rep- 
resenting more  than  12  billion 
bushels;  volume  that  year  eventually 
exceeded  three  million  contracts. 

Down  the  Missouri  River  and  up 
the  Mississippi  is  a bigger  city,  but  a 
smaller  futures  market.  “At  123  years 
old,  the  Minneapolis  Grain  Exchange 
is  the  smallest  futures  exchange  in  the 
U.S.,”  says  Kent  Horsager,  president 
and  CEO.  Trading  primarily  contracts 
for  hard  red  spring  wheat,  the  MGE 
handles  a little  more  than  one  million 
contract  per  year.  An  average  of  a mil- 
lion bushels  of  wheat,  corn,  barley, 
oats,  rye,  flax,  and  soybeans  change 
hands  daily.  MGE  is  also  trading  one 

continued  on  page  37 
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Insider  Trading 


The  Courts  Know  It  When  They  See  It 


By  Daniel  J.  Doriovan 


In  the  eyes  of  the  United  States  Secuiities  and  Exchange  Commission  and 
the  Department  of  Justice,  insider  trading -the  prohibited  kind -is  seen  the 


same  way  U.S.  Supreme  Court  Justice  Potter  Stewart  saw  pornography.  "I  shall 


not  today  attempt  further  to  define  the  kinds  of  material  I understand  to  be 
embraced  within  the  [description  of  hard-core  pornography ),  and  perhaps  I could 
never  succeed  in  intelligibly  doing  so.  But  I know  it  when  I see  it. . ./'  he  wrote  in 
Jacobellis  v.  Ohio  in  1964. 


Federal  regulators  and  prose- 
cutors “know”  insider  trading 
when  they  see  it,  although  the 
statute  prohibiting  it  does  not 
include  a definition.  All  surely 
would  accept  that  buying  or  selling 
securities  on  the  basis  of  material 
non-public  information  is  consid- 
ered a violation  of  the  anti-fraud 
provisions  of  the  federal  securities 
laws. 

However,  in  the  70  years  since 
those  laws  were  enacted,  the  scope  of 
activity  constituting  “insider  trad- 
ing” has  increased.  Insider  trading 
can  be  a violation  of  civil  law,  crimi- 
nal law,  or  both.  Because  “insider 


trading”  is  not  defined  in  the  statute 
it  is  deemed  to  violate,  its  meaning 
has  evolved  as  the  federal  courts 
have  been  called  upon  to  apply  the 
law  in  numerous  cases  brought 
against  purported  violators. 

The  decision  not  to  define  the 
term  “insider  trading”  was  made  by 
Congress:  it  amended  the  Securities 
Exchange  Act  of  1934  by  passing  the 
Insider  Trading  and  Securities  Fraud 
Enforcement  Act  of  1988,  without 
defining  the  prohibited  conduct.  In 
adopting  that  approach,  the  legisla- 
ture gave  broad  discretionary  power 
to  the  federal  regulators  and  prose- 
cutors and  left  to  the  federal  courts 


the  task  of  determining  whether  the 
matters  pursued  as  insider  trading 
violated  the  law. 

Of  course,  the  concept  of  insider 
trading  was  around  well  before  the 
1988  law  was  enacted. 

Over  the  years,  insider  trading 
cases  have  been  pursued  on  the  basis 
of  several  theories,  all  rooted  in  the 
fraud  concept. 

Under  the  “classic”  theory  of 
insider  trading  adopted  by  the  federal 
courts,  a person  could  be  liable  for 
insider  trading  if  they  bought  or  sold 
securities  on  the  basis  of  material  non- 
public information,  but  only  if: 

• they  were  an  insider; 
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• they  otherwise  owed  a duty  to  the 

issuer  of  the  security  in  question; 

or 

• if  they  obtained  material  non-pub- 
lic information  from  such  a person. 

This  view  was  articulated  in  the 
1961  Cady,  Roberts  decision,  a case  in 
which  the  SEC  asserted  a relationship 
of  trust  and  confidence  existed 
between  shareholders  of  a corporation 
and  corporate  insiders  who  obtained 
confidential  information  because  of 
their  position.  However,  the  court  rec- 
ognized that  once  such  information 
was  disseminated  to  the  public,  trans- 
actions based  on  such  information 
were  appropriate. 

The  Second  Circuit  Court  of 
Appeals  extended  this  theory  in  the 
Texas  Gulf  Sulphur  case  in  1968, 
which  the  Supreme  Court  declined  to 
review.  The  court  reasoned  those 
who  receive  inside  information 
inherit  the  same  duty  to  the  public  as 
the  information  providers.  Thus,  in 
addition  to  employees  of  an  issuer, 
family  members  and  friends  also 
could  be  forced  to  return  profits 
made  on  transactions  based  on  mate- 
rial non-public  information. 

The  court  also  considered  the  ques- 
tion of  how  much  time  should  elapse 
after  the  disclosure  of  material  infor- 
mation and  concluded  that  2.0  minutes 
was  not  sufficient  time  to  allow  the 
information  to  be  fairly  disseminated. 
But,  like  insider  trading  itself,  they  did 
not  indicate  how  much  “time”  would 
be  enough. 

The  Supreme  Court  modified  the 
“inherited  relationship”  theory  in 
1983,  in  the  Dirks  decision,  in 
which  the  court  found  that  for  a 
“tippee”  to  inherit  the  duty  of  the 
insider,  the  “tipper”  must  intend 
that  person  to  profit  from  the  infor- 
mation. Raymond  Dirks  was  an 
analyst  employed  by  a broker- 
dealer.  He  investigated  an  allegation 
that  the  assets  of  a publicly  traded 
corporation  were  vastly  overstated. 
During  the  course  of  his  investiga- 


tion, Dirks  shared  information  he 
obtained  with  a number  of  clients 
and  investors,  some  of  whom  sold 
their  stock  in  the  company  and  in  so 
doing,  avoided  losses.  The  SEC 
charged  Dirks  with  fraud  for  aiding 
and  abetting  a violation  of  the  law 
by  the  sellers.  But,  the  Supreme 
Court  decided  that  Dirks  was  not 
liable.  This  because,  in  the  absence 
of  a breach  of  duty  to  shareholders 
bv  the  insiders  that  provided  him 
with  information  during  the  course 
of  his  investigation,  there  was  no 
derivative  breach  by  Dirks. 

While  owing  a duty  to  the  issuer 
was  a pre-requisite  to  insider  trading, 
certain  conduct  that  was  seen  as 
objectionable  was  not  included 
within  the  purview  of  the  insider 
trading  prohibition. 

A classic  example  is  the  use  of 
material  non-public  information  of  an 
acquisition  target  by  officers,  directors 
or  others  whose  duty  was  owed  to  the 
acquiring  company  rather  than  the 
company  to  be  acquired. 

An  attempt  to  rectify  this  situation 
is  evident  in  the  “misappropriation” 
theory.  That  theory  deemed  it  to  be 
deceptive  and  fraudulent  conduct 
when  a person,  trading  on  the  basis 
of  material  non-public  information, 
pretended  loyalty  to  a principal, 
while  secretly  converting  the  princi- 
pal's information  for  personal  gain. 

The  Supreme  Court  rejected  the 
misappropriation  theory  in  the 
Cbiarella  case  in  1980  on  the  grounds 
that  Vincent  Chiarella,  a printer’s 
employee,  had  no  duty  to  refrain 
from  trading  securities  issued  by  the 
subject  company  when  he  reasoned 
the  name  of  that  company  from  vague 
information  provided  to  his  employer. 
There  was  no  fiduciary  relationship 
between  Chiarella  and  the  issuer  of 
the  security. 

James  O’Hagan,  a partner  in  a 
Minneapolis  law  firm,  who  pur- 
chased securities  on  the  basis  of 
information  regarding  a potential 
tender  offer  and  sold  them  at  a 


profit  of  more  than  $4  million, 
relied  on  the  Chiarella  decision  to 
defend  the  assertion  that  his  actions 
constituted  illegal  insider  trading. 
O'Hagan’s  law  firm  represented 
the  company  interested  in  making 
the  tender  offer,  not  the  company 
whose  securities  O'Hagan  pur- 
chased. Thus,  under  the  classic  the- 
ory, O Hagan  did  not  violate  the 
prohibition  against  insider  trading 
because  he  owed  no  duty  to  the 
issuer  of  the  securities. 

He  was  convicted  of  insider  trad- 
ing in  the  Federal  District  Court, 
but  the  Eighth  Circuit  Court  of 
Appeals  overturned  his  conviction 
since  his  activity  did  not  fit  within 
the  classic  definition  of  insider 
trading.  In  1997,  the  United  States 
Supreme  Court  reversed  the  Court 
of  Appeals  and  held  that  the  misap- 
propriation theory  was  valid.  The 
court  determined  that  a person  who 
effected  securities  transactions  on 
the  basis  of  material  non-public 
information  that  had  been  misap- 
propriated was  liable  under  the 
anti-fraud  provisions  of  the  securi- 
ties law,  even  if  that  person  did  not 
owe  a duty  to  the  issuer. 

The  history  of  insider  trading  deci- 
sions confirms  that  the  law  has 
evolved  to  include  an  ever-increasing 
range  of  behavior,  based  on  the  federal 
government's  ability  to  persuade  the 
courts  to  expand  its  reach.  Thus,  as 
long  as  the  federal  courts  can  be  con- 
vinced to  agree,  “insider  trading” 
means  what  the  regulators  and  prose- 
cutors say  it  means.  Ha 

Daniel  Donovan  is  a partner  of  Dono- 
van & Rainie,  a Baltimore  law  firm 
specializing  in  securities  and  corporate 
law  for  small  and  mid-sized  retail 
securities  and  investment  banking 
organizations.  He  can  be  reached  at 
www.donovanrainie.com. 
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By  Gregory  DL  Morris 

High  on  the  scrubby  plains  of 
southeastern  Colorado,  90  years  ago, 
U.S.  labor  violence  hit  its  lowest  point. 
On  Easter  Sunday,  April  zo,  1914, 


two  detachments  of  state  militia  fired 
into  an  encampment  of  striking  coal 
miners  and  their  families,  and  then  set 
fire  to  the  camp.  After  the  14-hour 
battle  five  strikers,  two  women,  and 
11  children  were  dead.  Most  of  the 


innocents  died  in  a shallow  pit  they 
had  dug  as  shelter  from  the  gunfire; 
they  were  asphyxiated  when  the  tent 
over  the  pit  burned. 

The  Ludlow  Massacre  is  not 
remembered  today  as  well  as  the 


Financial  History  ~ Spring  2004 


26 


WWW.FINANCIAUIISTORY.ORG 


McCormick  Reaper  Strike  and  Hay- 
market  Riot  in  Chicago  in  1886,  or 
the  Homestead  Strike  near  Pittsburgh 
in  1892,  or  the  Pullman  Strikes  outside 
Chicago  in  1893  and  ’94.  That  only 
compounds  the  tragedy.  First,  because 
unlike  the  other  clashes  among  strikers, 
strikebreakers,  agitators,  replacement 
workers,  police  and  militia,  the  victims 
at  Ludlow  were  mostly  noncombatants. 

Second,  because  most  of  the  other 
incidents  were  pitched  battles  on  the 
picket  lines  or  during  demonstrations. 
The  Ludlow  Massacre  was  a much 
more  cold-blooded  assault  — an  assault 
on  an  armed  camp  to  be  sure,  but  an 
attack  led  by  an  armored  car  mount- 
ing two  machine  guns. 

And  third,  because  the  aftermath 
of  Ludlow  actually  saw  changes  in 
government  policy  and  corporate 
positions  regarding  both  worker 
rights  and  organized  labor.  Other 
incidents  before  and  since  have  been 
more  deadly,  but  some  labor  historians 
say  the  chain  of  events  that  led  to  the 
passage  of  the  National  Labor  Rela- 
tions Act  in  1935  began  at  Ludlow. 
From  that  pit,  there  was  nowhere  to 
go  but  up. 

Underground  coal  mining  remains 
among  the  most  hazardous  of  jobs  to 
this  day.  And  although  the  incident  at 
Ludlow  happened  in  the  second 
decade  of  the  20th  century,  the  coal- 
fields of  Colorado  were  straight  out  of 
dark  origins  of  the  industrial  age.  As 
with  many  great  tragedies,  the  mas- 
sacre was  the  result  of  many  small  acts 
of  ignorance,  greed,  and  fear. 

By  most  accounts,  Colorado  Fuel 
and  Iron  (CF1)  was  poorly  run  with 
scant  profits  and  a poor  safety  record. 
But  it  was  among  the  20  largest  com- 
panies in  the  country.  And  after  LInited 
States  Steel  bought  its  only  close  rival, 
Tennessee  Coal  &:  Iron  in  1907  (FH, 
Issue  80,  p.  20),  CFI  was  the  second- 
largest  steel  company.  Five  years  earlier, 
John  D.  Rockefeller  had  bought  40 
percent  of  CFI,  ironically  with  proceeds 
from  selling  huge  ore  lands  in  Min- 
nesota’s Mesabi  Range  to  U.S.  Steel. 


In  1911,  Rockefeller’s  Standard  Oil 
had  been  broken  up,  due  in  no  small 
part  to  the  expose  articles  by  Ida  Tar- 
bell  published  in  McClure’s  magazine. 
Her  stories  began  appearing  the  same 
year  Rockefeller  bought  into  CFI.  But 
starting  in  1911,  Rockefeller  and  his 
son  built  the  largest  philanthropic 
operation  in  history  and  had  largely 
rehabilitated  the  family  name  by 
1914.  But  for  all  their  newfound 
benevolence,  the  Rockefellers’  atti- 
tude toward  organized  labor  was 
reactionary  and  visceral. 

Taking  their  cues  from  the  top,  the 
management  of  CFI  refused  even  to 
meet  with  labor  leaders,  much  less 
negotiate.  But  they  did  give  the  miners 
a raise,  and  instituted  an  eight-hour 
day,  the  very  issues  that  many  other 
mine  owners  were  struck  over.  But  the 
United  Mine  Workers  were  trying  to 
organize  all  of  the  mines,  and  CFI  cat- 
egorically refused  recognition.  CFI’s 
miners  walked  out  in  July  1913. 

Violence  was  sadly  familiar  to  the 
region  from  decades  back.  Raids, 
shootings,  and  destruction  took  place 
on  both  sides.  But  things  got  seriously 
worse  when  CFI  threw  striking  miners 
and  their  families  out  of  company 
towns,  forcing  them  to  spend  a hitter 
winter  in  several  tent  camps  of  which 
Ludlow  was  one.  In  October,  Gover- 
nor  Elias  Ammons  sent  the  National 
Guard  to  keep  the  peace,  but  enforce- 
ment was  uneven.  President  Woodrow 
Wilson  also  tried  to  mediate,  but  was 
rebuffed  by  mine  owners. 

Meanwhile,  the  strikers  stockpiled 
rifles  and  shotguns,  while  the  state 
militia  was  reinforced  by  the 
armored  car,  nicknamed  “The  Death 
Special”  by  the  agents  of  the  Bald- 
win-Felts  Detective  Agency  who 
built  it.  The  agents  had  also  been 
made  deputy  sheriffs.  Combat  was 
inevitable,  and  it  came  at  dawn  on 
Easter  1914.  The  UMW  erected  a 
monument  on  the  site  in  1917.  It  was 
vandalized  last  year,  but  is  being 
repaired  and  should  be  rededicated 
by  the  end  of  this  year. 


Ron  Chernow’s  landmark  biogra- 
phy of  Rockefeller,  Titan , devotes  an 
entire  chapter  to  the  massacre, 
detailing  how  it  ruined  the  expen- 
sively rehabilitated  family  name,  and 
began  a split  between  the  plutocratic 
patriarch  and  his  son.  John  D.  Jr., 
who  had  backed  CFI  management  to 
hilt,  was  traumatized  not  by  the 
death  of  innocents  — the  incident 
was  put  down  to  anarchists  and 
communists  — but  by  the  public  and 
political  outrage.  Eventually  Junior 
went  to  the  coalfields  of  Colorado, 
and  little  by  little,  always  saving 
face,  began  to  address  some  of  the 
miners’  grievances.  With  that  exam- 
ple, some  other  capitalists  began  to 
moderate  their  hard  lines  as  well,  if 
not  out  of  any  new  love  for  their 
workers  at  least  out  of  a desire  to 
avoid  the  Rockefellers’  vilification. 

President  Wilson  was  soon  preoc- 
cupied with  world  war  and  then  his 
campaign  for  the  League  of  Nations. 
Bur  his  tacit  support  for  the  rights  of 
workers  was  a clear  break  from  previ- 
ous administrations.  It  would  be  two 
more  decades,  and  many  more  deaths 
before  the  National  Labor  Relations 
Act  w'as  passed.  It  was  no  panacea, 
but  it  was  the  beginning  of  the  end  for 
head  cracking  as  a tactic  on  either 
side.  “We  do  have  labor  unrest 
today,”  says  Stan  Greer,  senior 
research  associate  at  the  National 
Institute  for  Labor  Relations  Research 
in  Springfield,  Virginia.  “But  fortu- 
nately that  violence  does  not  descend 
to  calculated  slaughter.”  on 

Gregory  DL  Morris  is  an  active  mem- 
ber of  the  Museum’s  editorial  board, 
and  is  editor  of  The  Green  magazine, 
a multi-cultural  sports  and  lifestyle 
publication.  He  can  be  reached  at 
gdlm@strongpotions.com. 

Editor’s  Note:  Both  Ron  Chernow’s 
Titan  and  the  recently  re-published 
compilation  of  Ida  Tarbell's  expose, 
are  for  sale  in  the  Museum  Shop,  or 
available  online. 
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The  early  1970s  ushered  in 
labor  and  social  unrest  across  the 
Western  world.  Race  riots,  campus 
chaos,  Vietnam,  stagflation,  industrial 
conflict  in  France,  Italy  and  Britain  set 
the  stage  for  a fresh  examination  of 
capitalism  and  its  consequences.  Politi- 
cal and  economic  radicals  commanded 
renewed  respect,  as  bourgeois  ideals 
faltered,  and  Karl  Marx  actually 
enjoyed  a short  season  in  the  sun. 

Amid  the  malaise,  in  1974  Harry 
Braverman  published  Labor  and 
Monopoly  Capitalism,  a seminal  text 
that  immediately  won  the  C.  Mills 
Wright  award  and  went  on  to  sell  over 
100,000  copies  over  the  next  decades 
— a “Marxist”  bestseller! 

Braverman,  born  in  1920,  was 
apprenticed  at  the  Brooklyn  Naval 
Yard,  training  as  a coppersmith  and  a 
steel  fabricator.  During  the  War,  he 
worked  on  locomotives  in  Wyoming, 
and  at  a steel  mill  in  Ohio  in  the  1940s. 
In  the  1 9 50s,  he  moved  back  to  New 
York,  where  he  edited  The  American 
Socialist,  and  later  was  employed  as  an 
editor  with  Grove  Press. 

Dumbing  Down 

In  his  book,  Braverman  takes  many 
concepts  introduced  by  Karl  Marx 


By  Vanessa  Drucker 

over  a century  before,  updates  and 
applies  them  to  the  changing  industries 
and  social  relations  of  the  20th  cen- 
tury. He  begins  with  a review  of  the 
principles  of  scientific  management, 
which  he  calls  “the  bedrock  of  all 
work  design.”  Under  that  system, 
introduced  in  1911,  production  tasks 
were  broken  down  and  simplified  for 
unskilled  workers,  such  as  immigrants. 

By  fragmenting  tasks,  Braverman 
argues,  employers  achieve  more  than 
mere  efficiency.  They  also  can  control 
their  workforce  better.  Management 
strips  the  conception,  the  creative 
responsibility  of  work,  from  the 
drudgery  of  execution.  Employees  are 
unfortunately  left  with  routine  leg- 
work,  boredom  and  alienation.  So 
scientific  management  becomes  a 
method  of  transferring  power  from 
workers  to  management. 

As  for  job  enrichment  programs, 
Braverman  dismisses  them  as  cos- 
metic manipulation,  a “maintenance 
crew  for  the  human  machinery.”  He 
regards  humanistic  programs  for  job 
responsibility  and  autonomy,  such 
as  those  developed  by  Volvo  in  Swe- 
den, as  a covert  form  of  exploita- 
tion. (In  an  extreme  form,  think  of 
the  Japanese  and  Korean  workers 


who  selflessly  devote  themselves  to 
their  militaristic  corporations.) 

Next,  Braverman  notes  deskilling 
effects  that  spill  over  at  large.  Society 
has  become  one  huge  marketplace  for 
consumption,  he  says.  Industries  that 
have  been  mechanized  will  no  longer 
need  so  much  labor.  It  will  cluster,  at 
polarized  wage  levels,  in  the  clerical, 
sales  and  service  sectors.  The  old,  the 
young,  and  the  poor,  who  are 
excluded,  must  rely  on  the  state. 
More  recently,  we  have  indeed  seen 
an  exodus  offshore  of  many  manufac- 
turing, assembly  and  even  service 
functions  to  cheap  labor  zones  in  Asia 
and  Latin  America. 

Brave  IT e w W oi  Id? 

Braverman  cites  a host  of  contempo- 
rary examples  of  deskilling,  with  an 
emphasis  on  clerical  works  and  data 
processing.  He  highlights  the  analogy 
between  today’s  computer-driven  sys- 
tems and  the  assembly  lines  of  earlier 
periods.  He  adds  manufacturing  exam- 
ples, such  as  metal  cutting,  in  which 
numerical  tapes  control  the  movement 
of  the  tool;  the  job  becomes  a “no- 
brainer.”  In  the  jewelry  industry  where 
semi-skilled  workers  used  to  solder 
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and  assemble,  now  they  used  pre-cut 
boards,  pre-stamped  with  designs. 
Sewing  machines  are  automatically 
programmed  for  stitching.  By  the 
1970s,  computers  operated  coal  mines 
from  a central  control  room,  removing 
control  to  a distance. 

Subsequent  writers  and  scholars 
have  examined  numerous  industries 
for  evidence  of  Braverman  s 
deskilling  thesis,  from  sweatshops  to 
assembly  lines  to  word  processing 
pools.  Researchers  use  inventive 
methodologies,  such  as  comparing 
the  details  of  “help  wanted  ads"  over 
a long  time  span.  They  note  a declin- 
ing demand  for  older  workers,  who 
might  presumably  contribute  more 
generalist  knowledge,  as  well  as  spe- 
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Braverman  soon  elicited  a body  of 
criticism,  often  from  fellow  Marxists. 
He  was  a hopeless  romantic  and  a 
Luddite,  they  carped.  He  had 
overemphasized  the  skills  and  extent 
of  old  fashioned  craftwork,  and 
ignored  the  many  instances  where 
labor  seemed  to  be  even  winning 
quarrels  against  management.  By  the 
late  1970s,  Andrew  Friedman, 
Richard  Edwards  and  Michael  Bura- 
woy  were  picking  holes  in  the  issues: 


craftwork,  control,  consent,  resis- 
tance, and  the  segmentation  of  the 
labor  market  itself  into  smaller 
groups  with  irreconcilable  interests. 

Friedman  considers  that  in  the  long 
run,  employers  prefer  to  grant 
“responsible  autonomy’  to  their 
workforce,  because  cooption  works 
better  than  sheer  coercion.  Workers 
who  identify  with  the  competitive 
goals  of  the  company  perform  well 
and  require  less  supervision. 

Edwards  also  takes  issue  with 
Braverman’s  view  of  scientific  man- 
agement-style control.  Instead,  he 
describes  a more  structural  form  of 
control,  embedded  in  the  workplace, 
or  even  in  social  relationships, 
rather  than  a manager  who  directly 
wields  the  whip.  He  points  out  how 
the  assembly  line  itself  imposes  a 
form  of  authority  by  setting  the 
pace.  Computers  provided  modern 
surveillance,  with  a built  in  capacity 
for  feedback  to  track  exactly  what 
the  worker  has  done,  and  when. 
Moreover,  bureaucracy  exerts  a 
powerful  discipline,  with  its  rou- 
tines, divisions  and  rules,  which  are 
supposedly  objective  and  neutral. 

Or  do  workers  consent  to  their 
own  exploitation?  Burawoy  looks  at 
how  little  games  and  small  victories 
— restricting  output,  slacking  off, 
getting  window  offices,  manage- 
ment concessions  — help  to  mask 
the  realities  of  the  working  relation- 
ship. The  wage  form  adds  to  the 
confusion,  by  muddying  the  amount 
of  an  individual’s  contribution  to 
the  large  enterprise. 

Other  writers  have  blamed 
Braverman  for  lumping  workers 
into  one  homogenized  class.  In  fact, 
more  often  one  group  is  pitted 
against  another  in  internal  conflict, 
based  on  longevity,  skill  levels,  race 
or  gender.  No  one  would  argue  that 
the  development  of  new  technology 
entails  new  skills  as  well  as  out- 
moded ones.  Software  design  is  a 
clear  case  of  creative,  craft  activity. 
Braverman  would  rebut  that  cycles 


of  technology  often  may  begin  with 
fresh  opportunities  for  a few  peo- 
ple, but  will  eventually  invert  to 
simplified  tasks  for  the  majority.  So 
as  computer  languages  improve, 
standardized  turnkey  programs 
become  accessible  to  less  trained 
operators.  Remember  how  much 
more  complex  word  processing 
programs  were  before  Microsoft 
streamlined  Word? 

In  his  zeal,  Braverman  may  have 
overlooked  other  aspects  that  regu- 
late the  labor  markets.  External  cir- 
cumstances, such  as  new  products 
and  processes,  or  macro  fluctuations 
in  economic  activity,  also  affect 
bargaining  power.  Mechanization 
and  computerization  must  be 
financed  within  their  own  cycles  of 
capital  spending. 

An  Ongoing  agenda 

The  flood  of  criticism  Braverman 
unleashed  only  attests  to  the  signifi- 
cance of  his  theories.  Braverman, 
unlike  many  fashionable  manage- 
ment writers,  championed  the  worker 
and  focused  from  the  perspective  of 
labor,  rather  than  of  management  or 
capitalist  ownership.  The  debate 
remains  alive  and  vital  in  the  UK, 
Europe  and  Australia.  In  the  United 
States  however,  it  is  largely  neglected, 
having  been  drowned  out  by  the 
clamor  of  management  gurus,  TQM, 
the  “excellence”  school,  business 
process  reengineering,  post-Fordism 
and  all  the  other  prescriptions  for 
New  Age  workplace  fulfillment 
and  efficiency.  HD 


Vanessa  Drucker  is  a freelance  busi- 
ness writer  with  expertise  in  global 
capital  markets,  securities  analysis  and 
economic  issues. 
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By  Kathleen  A.  Graham 

It’s  the  people  behind  the  facts 
that  make  history  interesting.  The  facts 
are  that  the  very  first  investment  ana- 
lysts’ society  in  the  world  started  in 
Chicago  when  The  Investment  Analysts 
Club  of  Chicago  (IACC)  was  founded 
in  1925.  Another  fact  is  that  on  June 
11,  1947,  the  IACC  along  with  The 
Boston  Security  Analysts  Society,  The 
New  York  Society  of  Security  Analysts 
(NYSSA),  and  the  Financial  Analysts  of 
Philadelphia  commenced  the  founding 
meeting  of  The  National  Federation  of 
Financial  Analysts  Societies  (NFFAS). 
IACC  changed  its  name  about  five 
years  after  joining  NFFAS  to  The 
Investment  Analysts  Society  of  Chicago 
(IASC),  while  NFFAS  was  later 
renamed  The  Financial  Analysts  Feder- 
ation (FAF).  Fact  3:  June  14,  1959  is 
the  date  when  the  FAF  Board  of  Direc- 
tors approved  the  establishment  of  the 
Institute  of  Chartered  Financial  Ana- 
lysts (ICFA)  for  the  purpose  of  devel- 
oping a certification  process  for  the 
investment  analysis  profession. 

The  analysts’  professional  movement 
gained  international  momentum  with 
the  founding  of  the  European  Federa- 
tion of  Financial  Analysts’  Societies  in 
1962.  Accreditation  soon  followed 
when  on  June  15,  1963  the  first  Char- 
tered Financial  Analyst  (CFA)  exam  was 
administered  to  284  individuals,  with 
263  of  them  passing.  In  197 9,  the  Asian 
Securities’  Analysts  Council  was  estab- 
lished. On  January  1, 1990,  the  FAF  and 
ICFA  merged  to  create  the  Association 
for  Investment  Management  and 
Research  (AIMR)  with  a membership  of 
over  20,000  investment  professionals. 
AIMR,  which  now  has  more  than 
60,000  members  in  more  than  100 
countries,  will  change  its  name  to  the 
CFA  Institute  on  September  1,  2004. 


The  People  Behind  the  Facts 

Who  are  the  people  behind  these 
facts?  How  did  they — and  why  did 
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William  Cray,  former  FAF  chairman 
and  current  IASC  historian. 


they — create  what  is  now  the  largest 
international  professional  investment 
organization?  Equally  important, 
what  is  likely  to  be  the  future  of 
AIMR  and  its  members? 

William  S.  Gray  111,  CFA,  former 
FAF  chairman,  current  IASC  historian, 
and  retired  Senior  Vice  President  and 
Senior  Investment  Officer  for  Harris 
Bank  in  Chicago,  relates  that  Raymond 
J.  Sidney  was  the  instigator  behind  the 
formation  of  the  IASC  in  192.5.  Back 
then,  available  information  on  publicly 
traded  companies  was  very  limited 
(balance  sheets  usually  showed  no 
more  than  a comparison  of  current 
assets  and  current  liabilities)  and  were 
often  outdated.  So  Sidney  started  gath- 
ering a group  of  individuals  from  the 
bond  houses,  rating  agencies,  and 
underwriting  banks  to  discuss  securi- 
ties (especially  bonds  because  they  were 
the  investors’  favorites  at  that  time) 
over  lunch.  At  one  such  meeting 
attended  by  Sidney  and  representatives 
from  such  firms  as  Continental  Bank, 
Northern  Trust  Company,  Harris  Trust 
and  Savings  Bank,  The  Wall  Street 
Journal  and  the  University  of  Chicago, 
by -I  aws  were  instituted  to  formally 
found  the  IACC.  Sidney  was  elected  the 
organization’s  first  president. 

IACC  thrived  in  the  roaring  ’20s, 
shrunk  to  a single  table  at  the  YMCA 
during  the  Great  Depression,  and 
started  growing  again  only  to  have 
World  War  II  bring  about  a severe 


manpower  shortage  that  almost  closed 
the  organization.  It  was  not  until  after 
World  War  II  that  most  of  the  other 
societies  first  formed,  then  linked 
together  to  create  the  FAF. 

From  the  first  drafting  of  FAF's  con- 
stitution and  the  formation  of  ICFA,  the 
two  major  priorities  were  education  and 
training,  plus  ethics  and  standards. 
AIMR's  mission  remains  the  same  today. 

After  World  War  II  the  economy 
boomed  and  many  inexperienced  indi- 
viduals became  analysts,  prompting  a 
need  for  their  education  and  training. 
In  1945,  the  renown  Benjamin  Graham 
wrote  an  article  entitled,  “Should 
Security  Analysts  Have  a Professional 
Rating?”  urging  the  establishment  of  an 
accreditation  system,  which  finally 
occurred  in  1963.  By  that  time,  Graham 
had  already  retired,  but  his  former  stu- 
dent who  became  his  assistant  at 
Columbia,  Irving  Kahn,  was  one  of  the 
263  people  who  passed  the  original 
CFA  examination. 

The  youngest  people  taking  this  first 
CFA  exam  were  in  their  mid-40S,  while 
33  were  over  60  years  old.  Six  of  them 
were  women.  Asked  why  he  chose  to 
sit  for  the  examination,  Kahn  (who  is 
the  Chairman  of  Kahn  Brothers  and 
Company,  Inc.)  replied,  “Coming  from 
an  academic  family,  I was  bewildered 
by  the  Wall  Street  people  claiming  to  be 
experts,  but  with  no  related  credentials. 
Compounding  my  initial  reaction,  my 
relationship  with  Benjamin  Graham, 
the  father  of  modern  securities  analysis, 
the  author  of  four  revolutionary  books, 
and  the  proponent  of  professionalism 
through  accreditation,  made  the  choice 
a given.” 

Fred  Young,  the  211th  person  to 
pass  that  first  CFA  exam  in  1963  and 
an  IASC  member,  still  can  recall  the 
experience.  “Taking  that  first  all-day 
examination  at  the  University  of 
Chicago  was  a big  deal,”  he  said.  “We 
took  numerous  classes  to  get  prepared. 
I remember  there  were  even  a number 
of  older  gentlemen  present  with  several 
of  them  still  out  in  their  cars  cramming 
when  the  test  was  beginning.” 


The  CFA  exam  format  used  in  1963, 
aside  from  the  inclusion  of  an  ethics 
question,  was  very  similar  to  what  the 
University  of  Chicago’s  professor  Ezra 
Solomon  originally  proposed  to  the 
FAF  in  his  1959  paper  detailing  the 
modus  operand i of  a certification  pro- 
gram for  securities  analysts. 

Professor  Solomon’s  proposal  in 
practice  quickly  became  a big  success. 
“It’s  incredible  how  the  CFA  certifica- 
tion has  grown,”  explained  Young. 
“No  one  even  knows  what  their  charter 
number  is — that's  how  big  the  CFA 
program  has  become.  Its  success  has  far 
exceeded  anyone’s  expectations.” 

The  NYSE  and  many  other  organi- 
zations almost  immediately  endorsed 
the  program.  Even  the  warden  of  the 
Sing  Sing  penitentiary  was  interested; 
it  seems  he  had  a number  of  inmates 
who  were  previous  Wall  Street  nota- 
bles for  whom  he  thought  that  the 
CFA  curriculum  would  be  a healthy 
rehabilitation  effort. 

Perhaps  the  warden  should  have  been 
more  interested  in  the  FA  F/ 1 CFA/ A I \ 1 R 
ethics  and  standards  concepts  for  his 
inmates.  At  these  investment  associa- 
tions, ethics  and  standards  are  not  just 
words  — they  have  been  enforced 
throughout  the  decades,  with  611  pro- 
fessional conduct  cases  dealt  with  in  just 
the  past  five  years.  What  is  also  fascinat- 
ing about  FAF/1CFA/ AIMR’s  approach 
is  their  creation  of  a Standards  of  Prac- 
tice Handbook  that  details  specific  real- 
world  scenarios  and  how  the  ethical 
analyst  should  act  in  those  situations. 
IASC’s  historian  Gray  was  one  of  nine 
volunteers  who  undertook  the  develop- 
ment of  that  initial  handbook. 

Gray  said  he  believes  the  amount  of 
volunteer  work  that  all  of  these  work- 
ing professionals,  including  himself, 
contributed  to  create  the  individual 
societies  and  the  FAF/ICFA/AIMR  was 
the  most  impressive  feature  he  uncov- 
ered during  his  research.  “Even  after 
25  years,  FAF  had  only  a few  employ- 
ees working  for  the  national  organiza- 
tion,” said  Gray.  “All  other  tasks  were 
done  by  volunteers.” 
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We  are  interested  in  the  Piemr  Bretey  Special.  Ple<«e  send  details. 


In  1964,  Pierre  Bretey  hoped  to  repeat  the  “Great  Train  Ride"  that  had  helped  coalesce  the 
financial  analyst  profession  a dozen  years  earlier.  But  times  and  tastes  had  changed,  and  few 
analysts  could  afford  so  many  days  away.  The  trip  was  cancelled  “for  lack  of  interest.” 


Gary  Brinson,  CFA  and  founder  of 
Brinson  Partners  that  was  acquired  by 
UBS,  is  the  former  Vice  Chairman  of 
ICFA,  former  Chairman  of  the  FAF’s 
Program  Board,  and  a member  of 
IASC.  When  asked  why  he  personally 


committed  so  much  time  and  effort  to 
these  investment  societies,  he  replied, 
“There  are  two  reasons.  First  there’s 
my  quest  for  knowledge,  which 
through  these  groups’  educational 
efforts  and  the  caliber  of  the  individuals 


who  were  attracted  to  their  programs, 
I was  able  to  learn  from  others  and  stay 
abreast  of  the  latest  developments  for 
practitioners.  Then  in  the  1980s  and 
1 990s,  I felt  an  obligation  to  give  back 
what  I found  was  valuable  to  me  and  to 
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Displayed  in  offices  of  analysis  around  the  world,  the  CFA  Charter  is  a badge  of  singular 
professional  accomplishment.  George  M.  Hansen,  a longtime  leader  of  the  FAF,  earned 
the  first  charter  in  196?.  Since  then,  more  than  zy.ooo  analysts  hare  earned  their  own. 


contribute  to  the  collegialitv  of  the 
group.  To  me  it  was  important  for  the 
next  generation  who’s  motivated  to 
gain  their  credentials  to  see  the  continu- 
in' in  our  professional  organization.” 

It  is  the  increased  level  of  profes- 
sionalism created  by  the  dedication  of 
large  numbers  of  analysts  to  get  their 
CFA  accreditation  that  has  impressed 
Brinson  the  most.  He  acknowledges 
that  the  money  management  field  has 
been  tarnished  of  late,  hut  he  is  not 
aware  of  any  of  those  individuals 
involved  in  the  scandals  to  date  having 
been  CFA  charter  holders. 

CFA  Herta  Kahn,  a former  top 
PaineWebber  stock  broker  and  the 
author  of  What  Every  Women  Should 
Know  About  Investing  Her  Money, 
concurs  with  Brinson.  “It’s  regrettable 
when  greed  takes  over  because  then 
financial  tragedy  occurs  and  you  have 
to  make  the  necessary  corrections,” 
she  explained.  “Our  democracy  and 
profession  can  only  survive  by  keeping 
standards  as  high  as  possible.  These 
investment  societies  affiliated  with 
A1MR,  elevate  the  status  of  our  indus- 
try through  promoting  higher  stan- 
dards, education,  and  meaningful  cer- 
tification. lASC’s  motto  is  ‘Building  the 
future  for  investment  professionals’ 
and  they  mean  every  word  of  it.” 

So  what’s  the  future  for  AIMR, 
their  individual  societies,  and  mem- 
bers? Besides  a name  change  to  the 
CFA  Institute  to  better  align  market 
perception  with  their  major  certifica- 
tion service,  there  is  a continued 
commitment  to  the  original  society 
goals  of  education  and  training,  plus 
ethics  and  standards.  Currently, 
AIMR  is  in  the  midst  of  updating  its 
Code  of  Ethics  and  Standards  while 
also  unveiling  its  newest  educational 
creation,  the  CFA  Center  for  Finan- 
cial Market  Integrity. 

The  members  of  AIMR  inter- 
viewed see  that  continued  commit- 
ment to  core  values  going  forward: 
Irving  and  Herta  Kahn  (not  related) 
commented  that  the  increasing  status 
of  this  industry  through  AIMR’s 


efforts  will  continue  to  add  cred- 
itability to  its  members’  status.  Brin- 
son noted  the  logical  evolution  is  the 
continued  importance  of  local  soci- 
eties, but  now  on  an  increasingly 
global  basis.  Young  summed  it  all  up 
by  saying,  "It’s  big  now  and  it’s  going 
to  get  even  bigger.” 

Kay  Torshen,  President  of  Torshen 
Capital  Management  L.I.C  (a  funds 
of  funds  hedge  fund),  and  a recent 
IASC/A1MR  member,  when  asked 
why  she,  a member  of  the  alternative 
investments  community,  joined,  con- 
curred. “AIMR  is  a premier  organi- 
zation for  investment  professionals 
so,  of  course,  I wanted  to  be  part  of 
this  growing  and  dynamic  group. 
The  investment  society  also  offers 
extremely  interesting  programs.” 

Back  in  1959,  when  ICFA  was  cre- 
ated, there  was  much  debate  over 
whether  investment  analysis  was  even 
a profession.  By  taking  to  heart  Ben- 
jamin Graham’s  challenge  to  create  a 
“professional  rating”  system,  the 


efforts  of  the  legions  of  volunteers 
working  for  ICFA,  the  FAF,  AIMR, 
and  the  individual  societies  has 
resulted  in  the  global  recognition  that 
not  only  does  investment  analysis 
indeed  have  the  salient  features  of  a 
profession  — an  identifiable  body  of 
information,  a method  for  testing 
that  data  retention,  and  an  estab- 
lished and  enforced  ethical  code  — 
but  that  its  professional  organization, 
AIMR,  has  become  the  global 
thought  leader  for  its  industry’s 
future  growth.  I3D 


Kathleen  “Kathy"  Graham,  in  addition 
to  being  a freelance  journalist , is  the 
Chair  of  the  University  of  Chicago's 
Finance  Roundtable,  co-owns  her  own 
executive  search  firm  specializing  in  the 
financial  services  industry,  and  is  very 
active  as  a speaker  and  participant  in 
various  financial  organizations.  She  can 
he  reached  at  graham@hqsearch.com. 
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The  Dumbest  Moments  In  Business  History 


By  Adam  Horowitz  and  the  editors 
of  Business  z.o 

2004,  Penguin  Group,  New  York 
161  pages,  with  small  index,  $19.95. 
Reviewed  by  Gregory  DL  Morris 


useless  products,  ruinous  deals,  clueless  bosses 
and  other  signs  ol  unintelligent  life  in  the  workplace 

Adam  Horowitz  and  the  editors  of  Business  2.0 


Scattered  among  the  pages  of 
this  compilation  are  some  profound 
lessons  in  financial  and  business  history: 
how  IBM  gave  away  to  Apple  Comput- 
ers the  technology  that  would  vault  the 
Macintosh  to  prominence,  how 
Schwinn  Bicycles  outsourced  its  soul — 
twice,  and  how  Schlitz  destroyed  its 
franchise  by  cheapening  the  “beer  that 
made  Milwaukee  famous.” 

And  while  the  small  volume  makes 
for  quick  sampling  or  an  easy  read 
through,  the  object  at  hand  is  not 


really  a book  or  even  a long  magazine 
article,  but  a series  of  index  cards 
bound  together.  The  authors  have 
made  a nominal  attempt  to  organize 
the  stores  into  categories,  but  any  of 
them  could  be  shuffled  around  without 
notice  — the  classic  “string  of  pearls.” 

Sadly,  Adam  Horowitz  and  his  col- 
laborators, listed  in  the  back,  chose  to 
show  off  how  clever  and  funny  they  are 
by  writing  glib  turns  of  phrase  and  wry 
digs.  How  much  better  this  book  could 
have  been  if  instead  of  rolling  around 
in  the  chuckle  patch,  they  put  just  a little 
effort  into  providing  some  context  and 
into  drawing  some  conclusions. 

Also,  many,  even  most,  of  the  cases 
are  not  really  significant  dumb  moments. 
A good  number  are  questions  of  taste  in 
the  arts,  especially  movies  and  theater. 
One  case  quotes  three  different  people 
disparaging  the  idea  for  “Gone  With  The 
Wind.”  To  this  day  who  knows  which 
shows  are  going  to  succeed? 

Others  are  simple  cases  of  hindsight, 
such  as  people  doubting  the  value  of 
drilling  for  oil  in  Titusville,  Pennsylva- 
nia, in  1859.  This  would  have  been  the 
perfect  opportunity  for  Horowitz  & 
Co.  to  add  the  fact  that  the  first  com- 
mercial oil  well  was  actually  dug  in 
Petrolia,  Ontario,  in  1858.  Edwin 
Drake’s  well  in  Pennsylvania  was  the 
first  drilled,  and  the  first  gusher. 

The  authors  could  also  have  added 
the  story  of  how,  when  the  oil  regions 
of  north  central  Pennsylvania  seemed 


to  be  in  decline,  the  Standard  Oil  Com- 
pany made  discoveries  in  Ohio.  That 
crude,  however,  was  high  in  sulfur,  and 
could  not  be  refined  by  the  technology 
of  the  day.  In  a truly  dumb  moment, 
the  company’s  board  refused  to  autho- 
rize capital  either  for  a refinery  or  to 
develop  a sulfur-extraction  process. 
John  D.  Rockefeller  then  shamed  his 
board  into  action  by  saying  he  would 
fund  the  research  and  the  refineries  out 
of  his  own  pocket.  The  board  changed 
its  mind.  The  plant  was  built  in  Lima, 
and  operates  to  this  day.  And  Dutch 
chemist  Herman  Frasch  developed  the 
desulfurization  process  that  bears  his 
name  and  is  still  used. 

The  book  cites  lots  of  cases  of  poor 
judgment,  like  boastful  e-mail  mes- 
sages, corporate  retreats  that  included 
actual  walking  on  hot  coals,  or  the 
decision  by  M&M  Mars  not  to  have 
their  candies  in  the  movie  “ET,” 
allowing  upstart  Reece’s  Pieces  their 
15  minutes  of  fame. 

But  there  are  enough  truly  meaning- 
ful instances  to  make  the  book  worth 
reading.  Western  Union  scoffed  at 
Alexander  Graham  Bell’s  invention. 
Both  Richard  Sears  and  Alvah  Roebuck 
sold  out  early  from  the  enterprise  that 
bore  their  names.  Those  are  a few  of  the 
longer  entries,  and  for  students  of  finan- 
cial history,  make  good  points  of  depar- 
ture for  further  inquiry.  Too  bad  the 
authors  chose  not  to  bother  with  any  of 
that  inquiry  themselves.  0GJ 


Investing  In  Vice 

By  Dan  Ahrens 

2004,  St.  Martin's  Press,  New  York 
[48  pages,  with  tables,  charts, 
and  index.  $21.95. 

Reviewed  by  Gregory  DL  Morris 


This  magazine  and  the  Museum 
will  not  and  never  could  offer  stock- 
picking advice.  And  this  column 
avoids  reviewing  investment-advice 
books,  primarily  because  they  come 
out  at  the  rate  of  several  a week.  But 
also  because,  beyond  Benjamin  Gra- 
ham’s The  Intelligent  Investor,  what 


needs  be  said?  The  bulk  of  all  the 
advice  ever  published  sits  stacked  two 
deep  in  our  library,  and  if  it  were 
really  brilliant  would  any  of  us  still  be 
working  for  a living? 

We  make  an  exception  for  this 
book  because  it  includes  some  history 
of  the  industries  it  examines:  alcohol. 
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tobacco,  gambling,  and 
defense.  And  because  it 
views  these  industries  as 
global.  Sex  is,  well,  touched 
on;  but  as  mutual-fund 
manager  and  author  Dan 
Ahrens  details,  it  is  a huge 
industry  but  one  that  oper- 
ates primarily  in  private 
capital,  not  public  markets. 

First,  Ahrens  dismisses 
the  whole  idea  of  “socially 
responsible  investing  as 
“a  hoax.”  Any  casual 
inquiry  will  reveal  that 
some  of  the  most  seemingly 
benign  operations  have  less-wonderful  ancillary  busi- 
nesses. "In  these  days  of  large  conglomerates  with  their 
hands  in  numerous  businesses,  can  any  company  be  con- 
sidered 100  percent  clean?” 

Conversely,  Ahrens  details  how  some  “vice"  stocks  are 
actually  leading  lights  in  socially  responsible  actions.  For 
example,  Anheuser-Busch  recycling  125  percent  of  the 
aluminum  that  it  uses  to  can  its  beer.  Ahrens’s  thesis  is, 
“Investing  should  be  done  to  make  money,  'lou  can 
donate  your  profits  if  you  want,  but  don  t invest  to  make 
a political  statement.”  That  is  not  quite  as  elemental  as 
Hetty  Green’s  legendary  “Buy  cheap  and  sell  dear,  act 
with  thrift  and  shrewdness  and  be  persistent,  but 
Ahrens’s  reduction  is  certainly  worth  bearing  in  mind. 

As  noted,  each  chapter  includes  a section  titled  “A  Brief 
History  Of...”  alcohol,  gambling,  and  tobacco.  Defense 
and  sex  do  not  get  such  detailed  treatment,  but  in  review- 
ing the  leading  companies  in  each  sector  he  provides  some 
historical  background. 

The  section  on  tobacco  has  the  most  interesting  history, 
including  the  little-known  fact  that  Pierre  Lorillard  estab- 
lished the  first  tobacco  company  in  the  country  in  1760 
with  a pipe-tobacco  and  snuff  plant  in  New  York  City. 
Ahrens  also  provides  a good  detail  of  the  Swedish  Match 
Company.  He  does  not,  however,  include  any  mention  of 
Ivar  Kreuger,  the  “Swedish  Match  King,”  who  captured 
40  percent  of  the  world's  interwar  match  business  and 
built  a $600  million  empire  in  36  countries.  Seventy-five 
years  after  the  Great  Crash  exposed  the  fraud  in  Kreuger’s 
400  interlocking  subsidiaries  (the  proto-Enron)  and  drove 
the  man  to  suicide,  the  company  he  built  survives.  Ironi- 
cally, Horowitz  does  include  the  story  in  his  book.  But 
Ahrens  missed  a chance  to  note  that  pride  and  greed  are 
two  sins  to  eschew  when  investing,  even  in  vice.  BO 


TRIVIA  QUIZ 

How  much  do  you  know 
about  financial  history ? 

By  Bob  Shabazian 

1.  In  1921,  West  Virginia  became  the  first  state  to 
impose  what  kind  of  tax? 

2.  When  did  the  latest  version  of  the  U.S.  $100  bill  go 
into  circulation? 

3.  In  efforts  to  battle  budget  deficits,  many  states 
have  imposed  “sin  taxes.  What  state  levied  the 
first  cigarette  tax? 

4.  What  distinction  does  John  David  Sweeney  Jr.  of 
Westchester  County  hold? 

5.  Most  followers  of  financial  history  have  heard  of 
“Black  Tuesday”  in  192.9  and  “Black  Monday”  in 
1987,  but  in  recent  times  “Black  Friday”  has 
emerged  in  our  lexicon.  To  what  does  this  refer? 

6.  How  many  letters  and  numbers  comprise  the  serial 
number  on  modern  $20  bills? 

7.  In  what  U.S.  city  was  Secretary  of  the  Treasury 
Alexander  Hamilton  shot  in  a duel  with  Aaron  Burr 
200  years  ago? 

8.  U.S.  paper  money  is  currently  printed  on  paper  made 
from  which  two  materials? 

9.  Which  new  U.S.  bill  does  not  have  color-shifting  ink: 
$5,  $10  or  $50? 

10.  In  1 9 to,  what  famous  athlete  was  paid  more  than 
President  Herbert  Hoover? 
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Rings  of  Power 

continued  from  page  iz 


Scott  Martyn  write  in  Selling  the  Five 
Rings , “The  1984  Olympic  Games 
ushered  in  the  formalization  of  rela- 
tions between  the  world  of  business 
and  the  Modern  Olympic  Move- 
ment.” The  “tradition”  continues 
today,  as  the  world  gears  up  for 
Athens  2004 — apparently  over  their 
squeamishness  at  commercializing  the 
torch  run,  Greece  is  proud  to 
announce  the  first  global  Olympic 
torch  relay,  compliments  of  Samsung. 
Interested  in  carrying  the  torch?  Sign 
up  at  Samsung.com  today.  BD 


Claudia  La  Rocco  is  a freelance  writer 
living  in  New  York  City.  She  writes  on 
a variety  of  subjects  and  can  be 
reached  at  celr2000@hotmail.com. 
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Note 

i The  1932  games,  also  held  in  Los  Angeles, 
made  a small  profit  despite  the  dire  eco- 
nomics of  the  times.  As  Rick  Gruneau 
notes  in  his  essay,  “Commercialism  in  the 
Modern  Olympics,”  in  Five  Ring  Circus, 
the  city  “had  sought  the  Games  in  order  to 
demonstrate  to  both  the  Eastern  American 
financial  establishment  and  to  the  rest  of 
the  world  that  Southern  California  was  a 
thriving  commercial  and  cultural  center.” 
The  popular  games  succeeded,  Gruneau 
notes,  but  also  angered  many  people,  who 
objected  to  the  use  of  public  funds  on 
sports  during  a depression. 


A Tribute  to  Modigliani  and  Miller 

continued  from  page  9 

2.  Peter  Bernstein  relates  Miller’s  reluctant 
move  to  corporate  finance:  “In  1956,  his 
dean...  asked  him  if  he  would  like  to  fill  a 
vacancy  in  corporate  finance  at  the  Business 
School.  Miller  recalls  that  economists  in 
those  days  were  ‘kind  of  snobbish  about 
that,’  and  he  told  Bach  he  wasn’t  interested. 
Bach  replied  that  perhaps  he  had  not  made 
himself  clear.  ‘The  Business  School  salaries 
are  up  here,’  he  said,  pointing  to  the  ceiling. 
‘The  economics  scale  is  down  there,’  point- 
ing to  the  floor.’”  Miller,  who  “knew  almost 


nothing  about  corporate  finance,”  took  the 
job.  (Bernstein  pp.  164,  166) 

3.  Miller  (1998)  notes  the  advantage  that  the 
physical  and  biological  sciences  have 
because  of  the  ability  to  deliberately  shock  a 
system  and  study  the  response. 

4.  In  1998,  Modigliani  wrote  that  the  article 
was  “written  tongue-in-cheek,  not  really  to 
demonstrate  that  leverage  could  not  possibly 
affect  market  values  in  the  actual  world  but 
to  shock  those  who  accepted  the  then-cur- 


rent naive  view  that  some  debt  in  the  capital 
structure  had  to  reduce  the  cost  of  capital 
even  in  the  absence  of  taxes  simply  because 
the  interest  rate  was  lower  than  the  earn- 
ings-price  ratio  on  equity.” 

5.  Miller  was  co-recipient  of  the  Nobel  Prize  in 
economics  along  with  William  Sharpe  and 
Harry  Markowitz.  Modigliani  won  the 
prize  in  1985  for  his  work  with  Miller  and 
his  development  of  the  life  cycle  hypothesis 
of  saving. 


The  Wall  Street  Scandal  of  Grant  and  Ward 

continued  from  page  15 


Eventually  both  Ward  and  Fish 
were  tried  and  sentenced  to  10  and 
seven  years,  respectively,  in  prison. 
(While  both  were  being  held  at  the 
Ludlow  Street  Jail,  Fish  threatened  to 
“kill  the  scoundrel!”)  As  details  of 
the  scheme  emerged,  the  public  real- 
ized that  Grant  had  been  victimized 
by  Ward  like  everyone  else.  (In  a self- 
serving  1909  article  for  the  New 
York  Herald , a destitute  Ward  said 


that  Grant  was  “so  much  the  child  in 
business  matters”  that  it  would  have 
been  impossible  for  him  to  concoct 
such  a scheme.) 

Incredibly,  some  good  came  from 
this  disaster.  Desperate  for  money, 
Grant  wrote  a few  articles  for  Century 
Magazine.  This  led  him  to  write  his 
memoirs,  which  were  a huge  success 
and  provided  Julia  with  healthy  royalty 
checks  after  his  death  in  July  of  1885. 


But  sadly,  the  last  years  of  his  life 
proved  again  to  Grant  that  he  could 
not  defeat  every  foe.  Ha 

Russell  Roberts  is  a full-time  free- 
lance writer  whose  work  has 
appeared  in  more  than  iyo  national 
and  regional  publications.  He  is  the 
author  of  seven  non-fiction  books  and 
resides  in  New  Jersey. 
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SUMMER  2004 

JUNE 

16 

“Coming  Up  on  the  Season:  Migrant  Farmworkers  in  the  Northeast”  exhibit  opens  to  the  public, 
Museum  gallery,  28  Broadway,  NYC.  Call  212-908-4110  for  information. 

24 

“Coming  Up  on  the  Season”  opening  reception,  Museum  gallery,  28  Broadway,  NYC,  5-7  pm. 

Call  212-908-4695  for  information.  Free. 

J U LY 

12 

Breakfast  and  private  tour  of  the  Bank  of  New  York  Museum  on  the  bicentennial  anniversary  of 
Alexander  Hamilton's  death.  The  14  Wall  Street  Restaurant,  14  Wall  Street,  31st  Floor,  NYC. 

8:00  am.  Call  212-908-4695.  $200  per  person. 

OCTOBER 

2-3 

“CultureFest”  outdoor  festival  of  the  arts.  Battery  Park,  NYC,  11  am-5:30  pm. 

Call  212-908-4695  for  information.  Free. 

Smaller  Exchanges  Survive  by  Specializing 

continued  from  page  2 3 

wheat  index,  and  has  two  more  it  is 
trying  to  develop.  It  has  kept  live  trad- 
ing pits  with  all  the  furious  action  of 
open  outcry,  and  remains  a non-profit 
mutual  exchange. 

Horsager  sees  the  commodity 
exchanges  working  more  closely 
together  in  the  future,  but  he  also  says 
there  is  enough  growth  and  enough 
regional  variation  in  the  underlying 
goods  for  the  regional  exchanges  to 
prosper.  “In  the  ‘80s  and  early  ‘90s  we 
saw  a lot  of  volatility  in  interest  rates. 

Late  in  the  ‘90s  the  volatility  was  in 
equities.  This  is  the  decade  of  volatil- 
ity in  commodity  prices.  So  the  out- 
look is  good  for  traders.” 

Minneapolis  may  have  a fraternal 
twin  in  St.  Paul,  but  its  identical  twin  is 
Winnipeg,  right  down  to  the  grain 
exchange.  The  two  largest  contracts  on 
the  Winnipeg  Commodity  Exchange 
(WCE)  are,  logically  enough,  canola 


and  barley,  but  feed  grains,  and  gold 
and  financial  futures  are  also  traded. 
“This  is  the  main  international  market 
for  price  discovery  and  risk  manage- 
ment in  canola,”  says  Will  Hill,  senior 
vice  president.  “The  Australians  are 
very  active  [in  the  market)  but  also  the 
Chinese  and  the  Mexicans.”  Founded 
in  1887,  and  demutualized  in  2.001,  it 
is  also  the  only  world  market  for 
flaxseed  futures. 

On  April  27,  2004,  WCE  announced 
its  plans  to  team  up  with  the  Chicago 
Board  of  Trade  (CBOT).  The  partner- 
ship agreement  states  that  WCE  con- 
tracts will  be  listed  for  trade  on  the 
CBOT’s  electronic  trading  platform.  By 
the  fourth  quarter  of  2004,  the  WCE 
expects  to  convert  all  of  its  futures  and 
options  trading  facilities  from  open  out- 
cry to  electronic  trading. 

WCG  has  plans  for  trading  green- 
house-gas emissions  credits  under 


the  Kyoto  Accords  — which  Canada 
has  signed  but  the  U.S.  has  spurned. 
Winnipeg  is  also  looking  into  cattle 
and  other  futures.  “In  this  time  of 
globalization,”  says  Hill,  “you  still 
have  a tremendous  amount  of 
regional  and  technical  expertise  in 
commodities.  Until  the  advent  of 
modern  technology,  the  regional  mar- 
kets were  where  people  came  together 
to  trade.  Now  some  of  that  has 
gone  away,  but  there  is  still  a lot  of 
residual  value.  Physical  commodities 
are  much  more  complex  than  finan- 
cial index  futures.”  B3 

Gregory  DL  Morris  is  an  active  mem- 
ber of  the  Museum’s  editorial  board , 
and  is  editor  o/’The  Green  Magazine, 
a multi-cultural  sports  and  lifestyle 
publication.  He  can  be  reached  at 
gdlm@strongpotions.cotn. 
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AMERICAN  FINANCIAL  HISTORY 

STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA'S  LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA  S FINANCIAL  HISTORY. 


FOR  A COPY  OF  OUR  NEXT  CA  TALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


i *4 


Scott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 


Ken  Prag  Paper  Americana 

Stocks  &c  Bonds  • Post  Cards  • Passes  • Timetables  • Etc. 
Catalog  plus  3 beautiful  stocks  $8.95 

Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 

Tel.  (415)  586-9386  • kprag@planeteria.net 


RAILS  REMEMBERED 

ANTIQUE  STOCKS  AND  BOND  CERTIFICATES 
POST  OFFICE  BOX  464 
ROSEMEAD,  CALIFORNIA  91770 
PHONE  (626)  572-0419  EVES 

SEND  TODAY  FOR  LISTING 


Robert  O.  Greenawalt 

CURATOR  AND  COLLECTOR 


4-4-0  American  Type 
steam  loco 


SERVING-  HISTORICALLY-MINDED  FANS  OF  FINANCIAL  RAILROADIANA 
- SELL-  BUY  - TRADE  (I  HAVE  HIGH  LEVEL  SWAPUM) 


Herzog  Hollender  Phillips  &c  Co. 

P.O.  Box  14376,  London  NW6  12D,  England 

Keith  Hollender,  Author  of  “Scripophily” 


Tel/  Fax  (OsO)  7433-3577 
hollender@dial.pipex.com 


Y 
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ROBERT  F.  KLUGE 


GRAPHIC  AND  HISTORIC 
PAPER  AMERICANA: 
ANTIQUE  STOCKS 
AND  BONDS 


P.O.  BOX  155  • ROSELLE  PARK,  NJ  07204  • 908-241-4209 


Toll  Free: 

800  717-9529 
Or  Call: 

603  882-2411 

Fax: 

603  882-4797 
E-mail: 

collect@glabarre.com 

Web  Site: 

www.glabarre.com 


GEORGE  H. 


LaBAKRE 

GALLERIES 

V INC 

P.O.  Box  746  Hollis,  N.H.  03049 


Buying  and  Selling 
Stocks  and  Bonds,  Paper  Money 
Important  Autographs  and  Quality 
Collectibles  of  all  kinds. 


The  Largest  Collectible  Stock  and  Bond  Inventory  in  the  World 


Fantastic  New  American  Rarities  Web  Page 

http://community.webshots.com/user/jaygouldlOO 

Hundreds  of  the  Best  are  there- or  will  be  added  soon!! 
Railroads, Mining,  Telegraph-Telephone,  Autos,  Oils,  Letters  — 
Jay  Gould, Vanderbilts,  George  Washington,  etc. 

This  is  a permanent  address  Check  it  out  every  month  for  inexpensive 
items  as  well  as  the  very  rarest  and  best!!! 

Also  Auctions  for  the  BEST  Rarities.  Save  this  AD  and  Web  address! 
Also  Buying  Nice  and  Unusual  Pieces!! 


f) 


David  M.  Beach 

antiquestocks@cfl.rr.com. 

P.O.  Box  471356 

Lake  Monroe,  Florida  31747 

407-688-7403.  Visit  Us  in  ORLANDO  by  DISNEYWORLD 
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r INTERNATIONAL  BOND  & SHARE  SOCIETY  =j 

Founded  1978  for  the  encouragement  of  Scripophily 


The  Directory 

A Membership 
and  Dealer 
directory,  with 
full  listings  for 
the  U.S.A., 

U.K.,  Germany 
and  40  other 
cou  ntries. 
Published 

annually 


Scripophily 

A quarterly 

magazine  with 
40+  illustrated 
pages  of  U.S., 
European  & 
world  news, 
research, 
auctions, 
and  a diary  of 
coming  events. 


Meetings 

London,  England  • Strasburg,  Pennsylvania 
Memphis,  Tennessee  • Toronto,  Canada 
Johannesburg,  South  Africa 


FOR  INFORMATION 


U.S.A. 

Richard  T.  Gregg 
1 5 Dyatt  Place 
Hackensack,  NJ  07601-6004 
Tel:  (+1)  201  489  2440 
Fax:  (+1)  201  592  0282 
President@scripophily.org 

REST  OF  THE  WORLD 

Peter  Duppa-Miller 

Beechcroft 

Combe  Hay 

Bath  BA2  7EG,  UK 

Tel:  (+44)/(0)  1225  837271 

Fax:  (+44)/(0)  1225  840583 

Chairman@scripophily.org 

www.scripophily.org 


REACH  YOUR  MARKET 

Advertise  in  Financial  History  magazine 

The  Museum’s  membership  magazine, 
Financial  History , has  become  a respected 
source  for  the  history  of  business,  commerce 
and  the  capital  markets.  It  reaches  a diverse 
audience  of  finance  professionals,  collectors 
of  historical  financial  documents  and  memorabilia, 
universities  and  libraries,  and  thousands  of 
investors  throughout  the  United  States  and  abroad. 

It  is  also  distributed  at  more  than 
io  major  conferences  and  auctions  each  year. 

For  more  information  on  advertising 
in  Financial  History,  or  to  place  an  ad 
in  the  Summer  issue,  please  e-mail 
Kristin  Aguilera  at  kaguilera@financialhistory.org 
or  call  212-908-4695. 


Take  advantage  of  your  Museum  membership 
at  the  Museum  Shop.  Members  receive  a 10%  discount 
on  all  purchases  at  28  Broadway,  or  online  at 
financialhistory.org.  Featured  in  Travel  & Leisure, 
the  Shop  offers  a wide  variety  of  financial  prints, 
books,  clothing,  jewelry,  and  souvenirs. 
Corporate  gifts  are  also  available. 


For  more  information,  or  to  place  an  order, 
call  the  Museum  Shop  at  212-908-4613 
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MUSEUM  of  AMERICAN 
FINANCIAL  HISTORY 

In  association  with  the  Smithsonian  Institution 


The  Museum  of  American  Financial  History, 
an  affiliate  of  the  Smithsonian  Institution, 
is  the  only  independent  public  museum  dedicated 
to  capitalism,  entrepreneurship,  and  free  enterprise. 
It  celebrates  and  teaches  the  power  of  a democratic 
free  market  economy  to  better  the  financial  lives  of 
individuals,  companies,  and  nations. 

The  Museum  is  located  at 
28  Broadway,  New  York  City. 

Hours:  10:00  a.m.  until  4:00  p.m. 
Tuesday-Saturday.  Donation  $2.00. 

For  further  information, 

please  contact  the  Museum  at  212-908-4110 
or  visit  our  website,  financialhistory.org 


IT’S  YOUR  BUSINESS. 

Join  the  Museum’s 

Annual  Corporate  Membership  Program 

and  put  your  company’s  support  behind  the 
Museum’s  work  to  teach  financial  empowerment 
using  the  lessons  of  financial  history 

Corporate  memberships  begin  at  $i,ooo 

AND  INCLUDE  THE  FOLLOWING  BENEFITS: 

• Free  admission  for  employees  and  their  guests 

• Acknowledgment  in  the  gallery,  on  the  Museum’s 
website,  and  in  Financial  History  magazine 

• Invitations  to  Museum  openings  and  events 

• One  individual  Financial  History/Smithsonian 
Affiliate  Membership 

For  information,  please  call  212-908-4604 


Become  a Smithsonian  Affiliate  Member 


The  Museum  of  American  Financial  History,  an  Affiliate  of  the  Smithsonian  Institution,  rewards  its  members  at  contributing  levels 
with  all  the  benefits  of  regular  Museum  membership,  plus  the  benefits  of  membership  in  the  Smithsonian. 

Smithsonian  Benefits 

• 12  issues  of  Smithsonian  magazine 

• 10%  discounts  on  shopping  and  dining  hen  you  visit  the  Smithsonian 
and  on  all  purchases  from  SmithsonianStore.com 

• 20%  discount  on  publications  from  Smithsonian  Books 

• Affiliate  membership  card 

• Exclusive  international  and  domestic  travel  programs  and  study  tour 
opportunities  from  Smithsonian  Journies 

• Access  to  a special,  members-only  website  at 
http://affiliations.si.edu/members 

• Free  admission  to  the  Cooper-Hewitt  National  Design  Museum  in  New  York 

Financial  History  Benefits 

• 4 issues  of  Financial  History  magazine 

• 10%  discount  in  Museum  Shop 

• Free  admission  for  you  and  your  guests  to  the  gallery 

• Membership  card 

• Advance  notice  of  Museum  events 

• Invitations  to  exhibit  openings 

• Borrowing  privileges  from  the  Museum  Library 

To  become  a Smithsonian  Affiliate  Member,  please  send  a check  for  $150  payable  to  Museum  of  American  Financial  History, 
Membership  Department,  26  Broadway,  Room  947,  New  York,  NY  10004.  All  but  $44  of  your  contribution  is  tax-deductible. 


Financial  History  ~ Spring  2004 


40 


WWW.FINANCIAI.il  ISTO  RY.  O K G 


Our  Outstanding  Team  of  Experts  Can  Help  You 

Get  the  Most  for  Your  Collection 


You’ve  spent  years  putting  together  an  outstanding  collection,  and  now 
you  are  ready  to  sell.  Will  the  people  who  handle  the  disposition  of  your 
collection  know  as  much  about  it  as  you  do?  They  will  at  Smythe! 


Autographs ; Manuscripts;  Photographs; 
International  Stocks  and  Bonds. 

Diana  Herzog  President.  R.M.  Smythe  & Co., 

Inc.  BA,  University  of  London;  MA,  New  York  University — 
Institute  of  Line  Arts.  Former  Secretary.  Bond  and  Share 
Society;  Past  President,  Manuscript  Society;  Editorial  Board, 
Financial  History . Board  Member:  PA  DA. 

U.S.  Federal  & National  Currency; 
U.S.  Fractional  Currency;  Small  Size 
U.S.  Currency;  U.S.  MPC. 

- Martin  Gengerke  Author  of  U.S.  Paper  Mono 

■ Records  and  American  Numismatic  Auctions  as  well  as  numerous 
articles  in  Paper  Money  Magazine,  the  Essay  Proof  Journal  Kink  Note  Reporter 
and  iinnncial  History.  \\  inner  of  the  only  award  bestowed  In  the  Numismatic 
Literary  Cuild  lor  excellence  in  cataloging,  and  the  l4)*)4)  President’s  Medal 
from  the  American  Numismatic  Association.  Member:  ANA.  SPMC. 

Small  Size  U.S.  Currency;  Canadian 
Banknote  Issues;  U.S.  Coins. 

Scott  Lindquist  ba. Minot state university, 

Business  Administration/Management.  Contributor  to  the 
Standard  (nude  to  Small  Size  U.S  Wiper  Money  cr  U.S.  Paper 
Money  Records  Professional  Numismatist  anti  sole  proprietor 
ol  I he  ( loin  ( '.ellar  for  16  t ears.  1 ife  Member:  ANA.  ( SNS.  Member: 

PC  IDA,  FCCB.  SPMC. 

U.S.  and  World  Coins. 

ANDY  LUSTIG  has  been  dealing  in  U.S.  and  World 
coins  since  1975,  and  Ikls  attended  more  than  2,000  coin 
tt  t .mil  .tut  t ii >ns.  Mu  tpt't  i.ilticv  include  l S.  patterns, 
pioneer  gold,  and  rarities  of  all  series.  He  is  a co-founder  of 
I he  Society  ol  U.S.  Pattern  Collectors,  a major  contributor 
to  the  Nth  Edition  of  the  Judd  book,  a former  PC  X IS  grader,  and  a co-founder 
of  Eureka  Erading  Systems.  Member:  ANA.  CiSNA,  CSNS.  NBS,  ANUCA 
FUN,  ICTA,  and  USMexNA. 


Ill 


Why  do  so  many  collectors  and  major 
dealers  consign  to  Smythes  Auctions? 


• ( omperitive  commission  rates 
Expert  stall  ol  numismatic  specialists 

• Flexible  terms 

• Record  breaking  prices 


• Cash  advances  available 

• thoroughly  researched 
and  beautifully  illustrated 
catalogues 


Antique  Stocks  and  Bonds; 

U.S.  Coins;  Paper  Money. 

Stephen  Goldsmith  Executive  Vice  President, 

R.M.  Smythe  & Co.,  Inc.  BA.  Brooklyn  College. 

/Contributor  to  Paper  Money  of  the  United  States,  Collecting 
l \ Obsolete  Currency,  Financial  History  and  Smart  Money. 
Editor,  An  Illustrated  ( analogue  of  Early  North  American  Advertising  Notes:  Past 
President  and  Board  Member.  Professional  Currency  Dealers  Association. 
Member:  PC  DA,  ANA,  SPMC  , 1 BSS,  New  England  Appraisers  Association. 


U.S.  Co  his  and  Medals. 

JAY  ERLICHMAN  l ontributor  to  A Guide  Pooh  of 
l S.  Coins  anil  A Cuide  Hook-  of  British  Coins.  Assembled  and 
managed  investment  portfolios  of  U.S.  coins.  Employed  by  the 
Federal  Erade  Commission  as  an  expert  witness  on  consumer 
fraud.  Member:  ANA.  ECUS,  NGC. 


* ^ Ancient  Coins  and  Medals. 

* THOMAS  TESORIERO  ProfK*sional  Numismatist 
lor  XN  t ears  in  New  York.  Ancient  Greek  and  Roman  coins, 
medieval,  world  gold  and  silver,  paper  monev.  Long  time 
member  ol  the  New  York  Numismatic  Society,  involved 
with  the  Membership  Committee.  Member:  ANA, 

A NS,  AINA.  I RNS. 


Please  call  lor  our  auction  schedule. 


Uc  buy,  sell  and  auction  the  very  best  in  Antii/tte  Storks  and  Bonds, 
Autographs,  Banknotes.  Coins.  Historic  Americana,  and  Vintage  Photography 

2 Rector  Street,  12th  Floor,  New  York.  NY  10006-1844 
in : 212-943-1880  mu  irii:  800-622-1880  fax:  212-312-6370 

email:  inlo@smytheonline.com 
website:  smytheonline.com 
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Stephen  Goldsmith 
Scott  Lindquist 


Migrant  Farmworkers  in  the  Northeast 


28  Broadway,  at  Bowling  Green,  New  York  City 
212-908-4110  • financialhistory.org 


ed  toy  the  Cornell 
'MMr ant  Program 


Museum  of  American 
Financial  History 

In  association  with  the  Smithsonian  Institution 


Tuesday-Saturday,  10  am  -4  pm 
Opening  June  16,  2004 


